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Message to India 


IR STAFFORD CRIPPS is flying to India with 

plans for a constitutional settlement and co-operation 
in the war. It is a brave journey, and a notable attempt 
to break through the racial and social barriers which have 
held British and Indian leaders apart. His visit may even 
restore trust in British intentions. Details are secret, but 
Sir Stafford’s support for the greatest possible measure 
of Indian freedom is well known. He has the courage of 
his convictions, and there is little doubt that he is pre- 
pared to stake his own prestige upon the success of this 
mission, in a bold and statesmanlike fashion which has 
few examples in the long record of British politics. 
Two weeks have passed since the new Government 
decided to act, and in them Rangoon and Java have 
gone. The pressing task is to secure the full aid of Indians 
in the defence of India, and Sir Stafford will consult with 
the military authorities as well as with all sections of 
Indian opinion. A political accord will not equip 
India’s defenders at a stroke with the weapons they are 
already seriously short of ; but it will give that defence the 
support of 400 million people. 

There will be some complaints perhaps because India 
has not been offered independence, openly, outright and 
unconditionally. They are not justified. The Cabinet must 
Know. whether agreement and co-operation can be won, 
and civil strife avoided, before its final word is said. There 


may be other complaints because constitutional changes 
are being thought of in mid-war with the enemy at the 
gates. These are no more justified. It is to repel the enemy 
that a settlement is sought. The perils of doing nothing 
are plain. The dangers of offering too much and precipi- 
tating civil conflict and anarchy have been often stated. 
The dangers of offerfhg too little and achieving nothing 
are even more obvious. 

In principle, the solution is self-evident. All Indian 
parties, Hindu, Moslem and Liberal, are agreed that India 
should not have been made to enter the war without 
Indian consent ; that India’s war effort should be con- 
trolled by responsible Indian Ministers; that the 
Viceroy’s various offers of seats on his Defence and 
Executive Councils have been insufficient ; and that any 
accord must be accompanied by a specific pledge of 
independence at a definite date. A great part of British 
opinion now would probably support these contentions, 
in principle at any rate. It must be supposed that the 
message “unitedly” sent by the Cabinet is along these 
lines. 

In practice, there has often seemed to be no workable 
solution at all ; and the fate of Sir Stafford Cripps’ mission 
will decide. The Indian parties’ various interpretations of 
representative and responsible government and of inde- 
pendence are at opposite poles. The claims of Congress 
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and the Moslem League, the one for an independent All- 
Indian parliamentary democracy and the other for Par- 
tition, are irreconcilable. Mr Jinnah, on behalf of the 
Mosiem League, flung a warning of “revolt” into the 
middle of the Cabinet’s discussions, when he feared that his 
Moslem followers might be placed under Hindu majority 
rule. Pandit Nehru and Mr Gandhi, on the other hand, 
have refused even to discuss collaboration until the 
Congress view does prevail, and India is free to make its 
own war and choose its own allies. It is the réle of political 
leaders, especially in opposition, to set differences in 
unreally high relief ; and it is the character of Eastern 
bargainers to put their first bids artificially high. More- 
over, the parties are not India. Congress membership is 
less than 1 per cent of the total population, the League’s 
membership less than 1 per cent of India’s Moslems. But 
it is with the political leaders that Sir Stafford Cripps 
must make his accord. That this nettle should not have 
‘been grasped until now, when it may be only days before 
Indian territory is attacked by the Japanese, appears 
fantastic. But it is small wonder that the Cabinet has 
faced this last chance with high seriousness and refused. 
even now, to commit Britain and India publicly to any 
scheme, until there is some earnest that its consequence is 
likely to be co-operation and not conflict. It is Sir Stafford 
Cripps’ task to obtain that assurance. 

If this offer is as generous as may be hoped, then the 
British Government, very belatedly, has done its duty. 
It remains for the leaders of Indian opinion, for the 
present safety and future freedom of their peoples, to do 
theirs. If they are patriots as well as politicians, there is 
more hope for a settlement than the record would 
suggest. It would be hypocritical to deny that the 
expediency of the moment has given British policy the 
air of a death-bed repentance. The spokesmen of the 
status quo in India had always given the needs of Indian 
and Imperial defence as their chief justification. Now the 


Spartan 


HE Japanese are in sight of India and Australia ; 
the Germans are almost ready for a desperate effort 
in the spring ; and the shipping problems of the Allies, 
because of their needs, much more than because of their 
losses, are acute. In London, the new Government is in 
harness and its deeds are anxiously looked for. One view 
about the Ministerial changes is that they were due to 
carping intrigue intended to eat away the authority of 
Mr Churchill. No one can deny that there have been 
manoeuvres and bargains and even feuds ; but this view is, 
nevertheless, quite false. Already it has done serious 
harm in the United States, where a number of unfriendly 
newspapers have seized upon it. The true interpretation 
is quite different. The need for government in a higher 
gear has been demonstrated by the course of events. The 
call for a more urgent sense of crisis, for stricter command 
and obedience in administration, for greater competence 
in all places of responsibility and for the utmost austerity 
of living has come. from the mind as well as the heart 
of the entire nation. It is not panic or hysteria—or 
intrigue—but self-preservation and common-sense. Mr 
Churchill has been fortified not undermined. 

To require the prompt removal of perilous short- 
comings is not to deny the existence of very considerable 
achievements. On the home front, the need is to change 
and to better, not to scrap ; production must be improved, 
but it is already immense ; rationing must be made much 
stricter, but it is already severe. Dealing with the 
demand for reform of the Army, one writer has pointed 
out, rightly, that the maintenance of discipline is as 
imperative as the infusion of zeal ; but discipline without 
ruthless efficiency and enthusiasm is useless and wasted 
—an empty shell. The blade of the war effort is already 
broad ; and what is wanted is not words—there have 
been too many—but a prompt, specific and aggressive 
programme to add the sharp point of urgency, the cutting 
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ground has been cut away under them by events ; with. 
out the free aid of all Indians—the martial localities are 
already playing their usual notable part in the Forces_ 
India may well be indefensible. But the presence of gi, 
Stafford Cripps is a guarantee that much more thap 
expediency is involved. The question is for what regime 
the Indian communities will fight and work together 
The new answer that has gone out to India, whatever its 
exact form, must be the old one—that is, the freedom 
and responsibility which have been promised by Britain to 
India for a generation. The means may now be differen 
from those envisaged in 1919 and 1935, for it is clear now 
that continental, eastern India cannot copy small, insula; 
and parliamentary Britain precisely ; but the end must be 
the same. This is no sudden change of heart. No nation 
has shown more tangibly than the British its recognition 
of the truth of Aristotle’s contention that a democracy 
cannot maintain an autocratic Empire without being 
corrupted and enfeebled. 

The mission may fail. The British Government may 
perhaps have done the “ right thing” at last ; but there 
is no single “right solution” for complicated human 
problems like those of Ireland, Jugoslavia or India, 
Southern Irish and Ulstermen, Croats and Serbs, Hindus 
and Moslems—they are split by religion and history; 
they can only come together by tolerance and the will to 
agree ; and it remains to be seen whether Britain’s offer, 
Japan’s threat and India’s danger can create these bonds, 
Whatever the upshot of the message—and it should not be 
disguised that the effects of failure may be almost as dis- 
astrous as the consequences of making no offer at all— 
this passage to India is an episode of personal piety and, 
it may perhaps be believed, of national wisdom. The 
Prime Minister, whose earlier views on Indian govern- 
ment are no secret, has shown courage as well as the Lord 
Privy Seal. The next and decisive step will be India’s 
answer—unless Japan intervenes in the parley. 








Living 


edge of competence and the clean cut of sacrifice. It is the 
extra margin of strength that this country can muster at 
once that will count decisively during coming months in 
the balance between victory and defeat. 

The new Government’s immediate task behind 
the battle-zones is to mobilise the nation’s economic 
resources to the full. Russia can only convert resistance 
into success by outside aid ; and Japan can only be halted 
by material reinforcements. For the best part of twelve 
months, American supplies cannot tip the scale in any 
theatre beyond the Eastern Pacific ; and, if the process by 
which the Allies have been consistently defeated in detail 
for lack of supplies is to be arrested, it can only be by 
British output. ‘The near future of the free world depends 
upon the ability of the British Government and the 
willingness of the British people to cut down the British 
standard of living in order to release resources and ships 
for war production. The very success of the war effort so 
far in marshalling all the idle or needless reserves of 
labour and plant for war work makes this further abnega- 
tion indispensable. Voluntarily, the same order of sacri- 
fice is required of Britons as the Germans have imposed, 
for their winter arms drive, upon their own people and 
the people of German Europe. 

It is not hard to rough out the needed programme. 
The limitations upon output and strategy are set by man- 
power and shipping. Most of the frills and luxuries 
of civilian living—apart from the remarkable waste 
of ships and labour in maintaining the cigarette and 
tobacco industry on a peacetime footing and the anoma- 
lous persistence of jewellery, toy and cosmetic industries, 
however shrunken—have already been removed. But this 
is only a proof that harsh and drastic action is required. 
Between now and next autumn, nothing is ovef- 
harsh or over-drastic which will free men and ships ; and 
the measures must be quick-acting. Policies which will 
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take many months to have effect may aid in winning the 
war, but they may not help in not losing it ; and the knife 
will need to go deep into the standard of living to achieve 
a worth-while saving. 

More ships are needed, in March not in August, to 
pring in war materials and to take out and transport sup- 
plies and expeditions. Food and clothing require bulky 
imports, and the first attack of “austerity” must be upon 
them. The only reserve of labour for the war factories, 
moreover, is in the clothing, distributive and service 
industries which minister to civilians. 

Admittedly, the diet of the bulk of families is already 
far from generous ; and the shipping space that will be 
saved by banning off-the-ration feeding in cafés and 
restaurants—which for fairness and expediency should be 
done forthwith—though appreciable, is not large. The 
key to immediate food policy was given in Major Lloyd 
George’s recent statement that food stocks were nearly a 
third larger than a year ago. Then, it is true, they were 
uncomfortably low ; but stocks are collected for emer- 
gencies, and the time has come to live as much as possible 
on them and as little as possible on shipped supplies. 
The time was certainly overdue to save between 500,000 
and 700,000 tons of shipping in the year by substituting 
wholemeal for white bread by compulsion and not by 
appeal—which is at last to be done next month. 
The immediate end is to curtail or suspend ship- 
ments of food without any delay. The means is to reduce 
the size of rations wherever possible ; to make up basic 
rations out of stocks ; to extend group rationing to cover 
unrationed foods ; by requiring the surrender of coupons 
in all clubs and restaurants, including “ British restaur- 
ants,” to root out unrationed feeding, except in canteens 
where direct war workers are fed ; and to put an end, not 
only to black markets, but also to the manufacture and sale 
of expensive unrationed foodstuffs in “ high-class ” stores. 
These steps, apart from the administrative difficulty of 
providing coupons for restaurant meals, could be taken 
now. 

Shipping space is a first consideration. The enemy’s 
chief attacks at sea are now against tankers, and the need 
for tankers to fuel land, sea and air forces at the fronts 
is mounting. The obvious riposte at home was to abolish 
the basic ration of petrol, which was announced in the 
House on Thursday ; but the time to do this is at the end 
of the licensing quarter on March 31st, at the latest, and 
not at the end of the licensing half-year on June 30th. It 
is the easiest thing in the world to refund licence money 
(0 motorists who can no longer run the cars they have 
licensed, but it is iniquitous to spare them the petrol 
which the Allied Forces and war transport must have. 
The argument that most motorists must have their basic 
ration for a minimum of essential journeys is not valid. 
In fact it is doubtful whether, in this small country, with 
its well developed public transport services, any private 
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motoring, except for, say, doctors or in isolated districts, 
is essential at a time like this; im any case, the 
few who may really need petrol can be given it by 
test. At a stroke, when the basic ration is abolished, 
all unessential motoring, for recreation and entertainment, 
will become illegal and punishable. Nor should needless 
travel by any other means be sanctioned. Every effort to 
cut down the use of the railways so far has failed, in spite 
of their burden of war traffic and the need of war industry 
for coal. It should not pass the wit of a determined 
Government to restrict day-to-day travelling to the 
holders of season tickets and workers’ or business passes, 
and to limit the journeys of other civilians by allotting a 
set number of travel vouchers per year. On Thursday, 
the Home Secretary announced that horse racing, dog 
racing and boxing would be further restricted to save 
transport and confined to set days and holidays, and foot- 
ball competitions kept strictly within local areas. Workers 
cannot do without amusements, and cinemas and theatres, 
which are not to be cut down more, use up only small 
resources. But all entertainments which involve the trans- 
port of men, animals or spectators over more than a mile 
or two should be banned altogether. 

Food and travel are obvious instances of urgent and 
long-delayed economies. Clothing is no less so. The 
curtailment of the making and buying of clothes would 
save men as well as ships. To suspend or reduce shipments 
of cotton and wool for civilian manufacture would free 
room for war supplies ; to cut the present clothes ration 
by a quarter or more and to impose utility garments of 
standard design upon all buyers, as the present stocks 
run out and are replaced, would release a_ large 
number of much-needed workers for the war factories. 
These steps, again, can be taken at once. By contrast 
with the enemy, the people of this country are even better 
clothed than they are fed, and any further hesitation in 
order to preserve “pluto-democratic” standards of 
fashion and variety will be intolerable. 


Manpower, in fact, is as crucial as shipping. War out- 
put depends upon the intake of fresh labour, mainly 
women, and the present rate of recruitment, though large, 
is probably below requirements. Skilled workers the 
munitions industries must, for the most part, find by 
measures of economy within their own ranks ; unskilled 
workers they must draw from textiles, clothing, distribu- 
tion and the service trades—which probably still do not 
employ very many fewer workers than are engaged in 
munitions proper. There are still many more workers and 
much more plant and materials engaged in the export 
trades than financial and other considerations, in present 
conditions, make absolutely necessary. It is not a 
question of pruning surplus labour—there is none 
—but of a major surgical operation. The programme for 
Spartan Living as applied to industry is plain enough: 
the curtailment of clothing manufacture—with the ration 


@ A Guaranteed Bonus each year until 1946 
inclusive is provided under all new With-Profit 
Policies — thereafter Bonuses are dependent upon 
Profits. 
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—by a quarter or more; the lopping of semi-luxury 
trades like tobacco and drinks; the abolition of 
needless advertisement and sales departments every- 
where ; the banning of wasteful branded manufactures 
and marketing; the cessation of all production for 
export which is not indispensable in the barest national 
interest ; the deliberate “slimming” of retail trade by 
concentration and the closing down of shops, with com- 
pensation, to release the maximum number of workers ; 
the shutting down of whole unnecessary industries like 
jewellery (which is discussed in a Note on page 369); and 
the most vigorous economy in the use of manpower in all 
civilian trades—by the introduction of working hours as 
long as those in war factories, and other means. Again, the 
fiat can go forth immediately. These are no more than 
the next steps in a process which began with the limita- 
tion of supplies in 1940 and passed on to the concentra- 
tion of firms last year. What is urgently needed now is 


still more restriction, the wholesale standardisation of 
manufactured products and the concentration or suppres. 
sion of entire industries—and a prime need is a Policy of 
compensation to prevent financial considerations from 
standing in the way. 

There is nothing new in this list of projects, and 
are all perfectly feasible. If the shipping and manpower 
positions are not, after all, grave enough to require them 
—which is hardly credible—the Government should gay 
so plainly. If, as seems certain, every ship saved and every 
worker freed is a counter against disaster, a tally in the 
bare margin between success and failure, the Governmen; 
should act at once—in all these ways. If it did not ag 
and simply spoke of “ austerity,” then the critics of the 
critics would prove to have been right; the changes ig 
the Government would have been pointless. But hopes of 
bold deeds are high. Plans are drawn, and some are now 
known. The rest cannot come too soon. 


Vichy Marks Time 


HE bombing of Paris, talk of a severance of 
diplomatic relations between Vichy and the United 
States, the extent of Franco-Japanese collaboration in the 
Far East, and the urgent problem of Reunion and 
Madagascar have all helped to fix a spotlight on the 
policy of Vichy. But it is important to realise that it is 
only the focus of attention that has shifted. The condi- 
tions revealed are still very much the same. The talk of 
breaking off diplomatic relations is for this reason rather 
misleading. It suggests the development of a new situa- 
tion, whereas the most that has happened is that a little 
fresh light has been thrown on a familiar, unhappy scene. 
For eighteen months now the life of France has dragged 
on within the framework “ of the Armistice interpreted in 
the spirit of Monthoire.” Its broad outlines are clear 
enough. There is, properly speaking, no military col- 
laboration. Whatever may have been the pressure put 
on Marshal Pétain, he has so far succeeded in main- 
taining his neutrality by a rigid insistence on the terms of 
the Armistice. Much of the evidence brought forward 
since the somewhat sensational dismissal of General 
Weygand last November to indicate a change of policy at 
Vichy is quite compatible with the maintenance of the 
Marshal’s original position. For example, if it is true that 
the Dunkerque has been brought back to Toulon, it does 
not follow, as was at first assumed, that Admiral Darlan 
intends to place it, as a fighting unit, at the Germans’ dis- 
posal. Article 8 of the Armistice provides for the 
assembling of French naval units in specified ports, there 
to be demobilised and placed under Axis control. The 
same article contains Hitler’s solemn promise not to use 
the French fleet for his own war purposes. Again, the very 
widespread reshuffle in the colonial military and civil 
administration during and after the departure of Weygand 
was not necessarily designed to bring in collaborationists. 
It could be claimed to have been more in the nature of a 
purge of pro-Allied elements. The attitude reported of 
M Buisson at Dakar—that he would defend his colony 
against all comers, Allied or Axis—may well be true of 
most of Vichy’s colonial servants. 
The kind of military collaboration upon which the 


Axis Powers continue to count—and with reason—is - 


negative. It looks as though neither the Germans nor the 
Italians are going to press for the use of French bases or 
of the fleet provided Vichy is determined to “ defend ” 
her own colonies against Allied action. The example of 
Syria is an obvious case in point. There was little or no 
direct Axis collaboration, but the French tied up quite 
a substantial body of Allied troops and material. 

The glaring exception to this attitude is, of course, the 
position in the Far East. Here, although there has been 
no direct military collaboration between Vichy and Japan, 
there has equally been no attempt to defend French 
interests, while economic collaboration has been as close 





as conditions of war permit. An excuse for the policy of 
defending French soil against everybody except the 
Japanese can perhaps be found in the complete defence. 
lessness of the French in the Far East ; but what would 
the reactions of Vichy be if very much the same situation , 
were to develop in Madagascar, for example, or Senegal? 
Rumours that a Japanese Military Mission has arrived 
in Madagascar are probably false, and certainly prema- 
ture ; and Washington has been given a pledge that no 
Japanese encroachments in the island will be per- 
mitted. But would Vichy admit that, say, the United 
States was as entitled as Japan to take French territory 
into “ protective custody”? If there were Allied inter- 
vention in Madagascar or Senegal, would the Governor- 
General co-operate with the invading authorities as cor- 
dially as Admiral Decoux has done in Indo-China? 
There may have been no direct military collaboration 
between France and the Axis, but the steady increase in 
direct economic collaboration is being maintained. Now 
that the December meeting between Pétain and Goering 
at St. Florentin can be looked at in a three month per- 
spective, it seems almost certain that the visit was con- 
nected not with bases or ships but with the stimulation of 
France’s war potential to fit into the German economic 
master plan for the crucial winter 1941-42. And, although 
the evidence for this is less conclusive, it is quite possible 
that Darlan’s subsequent visit to Turin to confer with 
Ciano was directed as much towards securing for strait- 
ened Italy some small part of France’s output as towards 
discussion of “ Corsica, Tunis and Nice.” ‘ 
Given this background of consistent and growing 
economic assistance to the German war effort, the Vichy 
Government has no more grounds to protest at the British 
bombing of Billancourt than at the battering of Brest. 
(Whether, except as a preliminary for invasion, bombing 
of this sort does not rouse more political, resentment than 
it does military good is, of course, another question.) 
The political scene, too, is quite unchanged. The division 
between the Armistice men and the New Order men 1s 
as sharp as ever, and there seems to have been little or n0 
shift in the balance of power. If Darlan is really the leader 
of the collaborationists, then he probably does the cause 
little but harm, for there is every evidence to suggest 
that he is regarded with almost universal ridicule and 
contempt. The dangerous men are those who work more 
quietly—the Benoist-Méchins, the Lucien Romiers—who 
have much closer contacts with the economic machine. 
The great strength of the Armistice men is Marshal 
Pétain himself, who, even when he is not loved, is at least 
respected, and whose honour is committed to a strict 
maintenance of the Armistice terms. 4 
Given this comparatively static situation, can it be sal 
that a new policy on the part of the United Nations 
would radically improve it? There is, of course, only one 
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obvious new step—the widely discussed possibility of a 
breach of diplomatic relations between Vichy and the 
United States. It is difficult to see exactly what such a 
policy would be expected to contribute to the present 
position. The presence of Admiral Leahy at Vichy is a 
counterweight to pressure both from Berlin and from 
the wild men in France. If this reminder of American 
wishes and American strength were withdrawn, the Armis- 
tice men might find their position less easy to maintain. 
The Allies’ best safeguard against the throwing of 
France’s fleet into the naval balance at this highly incon- 
venient moment is the Marshal’s sense of honour, and 
there is some reason to suppose that the Americans can 
still reinforce it. If the United States were at this moment 
feeding North Africa, then recent events—the despatch 
of food to Tripoli for example—would justify an end to 
such material help. But the food supplies were cut short 


NOTES OF 


If the mission of Mr Kurusu to Washington is any 
analogy, the departure of the new Japanese Ambassador, 
Mr Naotake Sato, for Moscow has ominous implications. 
He has himself given an unpromising interpretation to his 
journey by declaring to a Tokyo press conference that 
“the liberation of Greater East Asia from the Anglo- 
American yoke will be facilitated by the clarifying of 
Japanese-Soviet relations.” In Axis language, clarification 
has hitherto had one meaning only, “ putting on the spot.” 
Fresh from their victories, the Japanese are not likely to 
be modest in their demands for reinsurance. Vladivostok 
remains the only free base within striking distance of Japan, 
and even though the Russians, hard-pressed in Europe, 
have so far abstained from the Far Eastern fighting, so long 
as the war continues and they are alliegs of the British 
and the Americans, Siberia remains a potential base for a 
new attack on Japan and an entry point for Allied supplies. 
If the Japanese are now to launch out on even more 
ambitious schemes of conquest, entailing operations even 
more distant from home waters, they cannot ignore the 
possibility of being caught in the rear. The situation is 
very delicate for the Russians. A massive spring offensive 
by the Germans might make appeasement not a policy but 
a necessity. If, however, the Japanese repeat the tactics of 
Germany in June, 1941, or their own Pearl Harbour 
tactics, the Russians will be given little opportunity to make 
concessions of any kind. Much turns on the degree to 
which the Russians and the Japanese have had to deplete 
their Far Eastern armies. Both sides claim that their forces 
have even been reinforced ; on balance, the claim is more 
credible on the Japanese side since their armies have been 
fighting a less formidable foe. There is little the British 
and Americans and Chinese can do at this point to fend off 
Japanese pressure on their sorely tried ally, save possibly 
to concert plans for rushing assistance to the Siberian out- 
post and for co-ordinating Russia’s defence with a new 
offensive move in China. It is to be hoped that the appoint- 
ment of Lieutenant-General Stilwell, the former United 
States Military ‘Attaché in Tokyo, to be General Chiang 


Kai-shek’s chief of staff presages some such co-ordination 
of military strategy. 


Another Kurusu ? 


* 7 * 


Diversion in Russia 


The degree of co-ordination between German and 
Japanese strategy has almost certainly been over-rated. The 
Japanese entered the war at a time set by the cutting off of 
their American and British supplies, not by any Berlin need 
for a diversion. To-day, after three months’ smashing 
victory, Tokyo is even less likely to be influenced by 
German demands or German needs, and any attempt to 
link the arrival of the new Japanese Ambassador in Moscow 
with the situation on the German-Russian front puts a false 
Perspective on the essential independence of Japanese 
Policy and probably over-estimates the immediate danger 
of the Germans’ position. The Russians have undoubtedly 
made headway in the last week. The encircling of the 

yasma outpost has been carried further by the capture of 
nov and Sychevka, the Germans’ attempt to break out 
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on the dismissal of General Weygand, and have not been 
resumed. Thus, in present circumstances, the United 
Nations have at least two instruments of pressure on 
Vichy—the one, a promise of further supplies ; the other, 
the threat to break off relations. It would be folly to 
throw these away before the provocation from Vichy is 
graver than it is to-day. 

Such a policy is hardly appeasement, since no particular 
concessions are involved. It has dangers akin to those of 
appeasement—that the Allies’ long-suffering is being 
exploited to strengthen German control and the position 
of the collaborationists. It should, therefore, be pursued 
only with the utmost caution and vigilance—for example, 
in the prevision and forestalling of any Japanese initiatives 
in the Indian Ocean. But, for all its risks, measured 
against the alternative of severing the last link with Vichy, 
it is probably the sensible course. 


THE WEEK. 


of Staraya Russa have been repulsed, and there are impor- 
tant, though rather confused, developments in the south, 
where the Germans are being compelled to counter-attack 
vigorously in order to maintain contact with their Taganrog 
positions. Yet, for all this, the Germans’ “ hedgehogged ” 
line still holds, and the drain on reserves is one that both 
sides are feeling. A diversion in the Far East would suit 
Hitler’s purpose, naturally, for materials and men would 
have to be diverted from the western front. But the Nazis 
have nothing to offer Japan which they do not already pro- 
vide by the mere fact of fighting. The decision for or against 
war with Russia will be made, not in Berlin, but in Tokyo. 


* * * 


Total Barbarism 


The atrocities committed by the Japanese on British 
soldiers and civilians at Hongkong will come as a shock 
only to those who have comfortably assumed that there is 
still some safeguard inherent in the possession of British 
citizenship, or who have managed to close their minds to 
the four years’ agony of the Chinese people. The indignities 
inflicted on the British represent a conscious Japanese 
effort to extract the utmost “loss of face” from the defeats 
of the United Nations in the Far East. Surrender in itself 
entailed this loss of face. But the Japanese are determined 
to underline the fact with the utmost brutality conceivable. 
To this challenge there is only one reply—victory ; and a 
wide dissemination of the unadorned facts will serve a 
purpose if it rouses in the free peoples a fierce determtna- 
tion to defeat, at whatever cost, this ugly tribal militarism 
which they have allowed to grow strong in East Asia. But 
victory is not enough. By their behaviour in China, and 
now in Hongkong, the Japanese have given final proof that 
they are totally unfitted to wield military power. If a 
period of occupation, disarmament and re-education is 
accepted as a necessary corollary to the defeat of Germany, 
how much more necessary is it for the barbarians of 
Japan. The evacuation of China and Manchuria will not 
be sufficient The Japanese mainland will have to pass 
under the control of the United Nations for many years 
after victory. Nor can there be any emergence of the 
Japanese people until China’s material and military strength, 
broadly based on its 400 million people and on a civilised 
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philosophy, has become the dominant force for peace in 
Asia. Then there can be talk of “co-prosperity” and 
“ civilising missions ”—under Chinese leadership. ‘hese are 
the ultimate consequences of Japan’s behaviour. The imme- 
diate task is grim defence, determined attack and total 
dedication to victory. That British politicians who encour- 
aged and excused the early stages of the Japanese career 
of aggression are still in high offices of state is an open 
scandal. 


* * * 


The Loss of Java 


Java has fallen, and with it the Japanese conquest of 
the “South Seas” (Nan-¥o) is almost complete. ‘The 
reasons for the final defeat in Java were those of 
Malaya, Singapore, Borneo, and Sumatra—Japanese con- 
trol of the air and Japanese control of the sea. As one cor- 
respondent wrote from Bandoeng, shortly before the end, 
“Our lack of aircraft is pitiable. Virtually, no assistance 
can be given to our ground troops we cannot stop the 
Japanese from using the single air base they have so far 
obtained.” Under pitiless dive-bombing, and with no pros- 
pect of reinforcement or relief, the Allied forces fought on 
well after the overrunning of the plain of Java and of the 
capture of Batavia—resistance is probably still continuing 
in a few isolated pockets—but the strain imposed was too 
great, and the Japanese claim the surrender of over 100,000 
troops. With the fall of Java, the focus of the campaign 
shifts to Burma, to the Indian Ocean, where Ceylon may 
soon be in danger, and to Australia, where the investment of 
New Guinea by the Japanese is advancing fast. But, even 
if the Dutch East Indies fall for the time into the back- 
ground of military activity, the future reinstatement of the 
Dutch has a high priority in the war aims of the United 
Nations. The Dutch threw everything they had into the 
struggle, and can maintain that their contribution was pro- 
portionately far higher than that of the more powerful 
nations to whom they looked for support. There was no 
hesitation when Japan struck at Hawaii, no attempt to buy 
security at the expense of the British and the Americans. 
At the same time, the lesson of the campaign must be 
learnt—that defence, pooled and co-ordinated after the 
outbreak of war, is bound to fail. In the Far East, as in 
Europe, collective defence must take the place of the pre- 
war anarchy. 





* * * 


Invasion Plans 


The spring invasion season is at hand, and official 
preparations are once more under way. A year ago, the 
Government issued a pamphlet telling the people to “ stay 
put ”"—that is, to stay in their own districts, but otherwise 
to carry on a normal life, unless fighting should break out in 
their immediate neighbourhood. Last week-end, a new de- 
fence regulation was made, empowering the Minister of 
Labour to direct any persons, in an area declared an opera- 
uional area by a Regional Commissioner, to perform speci- 
fied services or to report for work to a representative of 
the defence forces, a Government department, a local or 
public authority, or a public utility undertaking. Thus, 
from staying put, Londoners may suddenly find themselves 
transferred to driving underground trains for the LPTB. 
Bit by bit, a fairly comprehensive picture of the Govern- 
ment’s plans in the event of an invasion has been obtained. 
Government itself can, if necessary, be carried out. by the 
Regional Commissioners, who can be empowered to make 
local defence regulations for any of the purposes authorised 
by the Emergency Powers Acts, and by the regional staffs 
of the departments. Justice will be secured by the war zone 
courts, established last April, by which the hearing of 
serious criminal cases will be expedited in an area declared 
a war zone. For food, the Ministry of Food has built up 
reserve stocks, amounting to several weeks’ supply, in the 
hundred areas into which the country has been divided for 
the purpose. The maintenance of essential services has 
now been secured by the new defence regulation. 


* 
What is still uncertain is how these plans will work and 


whether those responsible for carrying them out know 
what they will have to do. Moreover, there are still 


gaps, even in the paper plans. It ought, for instance, to be 
officially stated whether there will be»any evacuation of 
civilians from an operational area, and a definite ruling 
on whether travelling will be allowed should be made. 
There are some enthusiasts who would have the Govern- 
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ment stage a full-dress invasion rehearsal, affecting Civilians 
as well as the defence forces, which might certainly answer 
some of these questions in a practical way. But it is not easy 
to see how any rehearsal could be a success in the absence, 
not only of the leading lady—or, more appropriately, the 
villain—but also of part of the plot. The enemy keeps his 
invasion plans a secret, and it might be folly to» lose , 
whole day’s production—or even more—and dislocate trans. 
port, in order to show him the Government’s plang for 
defeating him. Moreover, the public finds it very difficult 
to take rehearsals of this sort seriously ; it is significant 
that letting off tear gas has not encouraged the carrying 
of gas masks. If, as has even been suggested, the Gover. 
ment should pretend that the rehearsal was the real thing, 
there is the danger that in the actual event of invasion the 
citizens of London would mock the sound of Great Tom 
himself with cries of “ wolf.” But what could, and should, 
be done is to decide on the caste. Even though the final 
shape of the plot—including the dénouemeni—is unknown, 
it can be settled who in each area will be actors and 
audience respectively ; the minor parts can be allotted, and 
those selected to play them can be made to learn and study 
their scripts. These are crying and very urgent needs 


*x * * 


Expenditure and Savings 

The Chancellor of the Exchequer secured from the 
House of Commons on Tuesday a final Vote of Credit for 
£250 millions for the expiring financial year and a first Vote 
of £1,000 millions for the coming year. On each of these 
occasions he has more gigantic figures to reveal. The total 
of expenditure out of Supply grants to March 7th was 
£3,880 millions. Expenditure is currently running at the rate 
of £14} millions a day, of which about £12} millions a day 
falls on the Vote of Credit, and of which again the fighting 
and supply services require about £9; millions a day. If 
this rate of expenditure were maintained exactly, the total 
expenditure from Votes of Credit to the end of the financial 
year would be £4,183 millions, but the Chancellor asked 
the House to provide a total of £4,250 millions to allow for 
contingencies and for the usual last-minute burst of expen- 
diture. To either sum there should be added the £707 
millions of estimated expenditure to be financed otherwise 
than out of Votes of Credit. The total of expenditure thus 
rises to the incredible figure of £4,957 millions. In the 
coming year, even if there is no further increase, the total 
will be about £5,300 millions. With these two new Votes, 
the amounts voted for this war exceed the total voted for 
the last war by a comfortable margin. 


* 


The deoate that followed the Chancellor’s speech rambled, 
as is usual on such occasions, over a very wide field. But the 
subject that engaged more attention than any other was the 
alleged defects of the National Savings campaign. There is 
no doubt that the committee’s methods are increasingly 
coming under fire, and it is no defence, as Mr Benson 
pointed out, to announce rising totals of savings collected, 
when they are rising more slowly than the total of incomes 
out of which they can be collected. The primitive economics 
of Warships Weeks are also deceiving fewer and fewer 
people. The appeal to local patriotism is, of course, pér- 
fectly legitimate, but it is surely time to abandon the belief 
that the piling up of large totals by devices such as the re- 
investment of past savings and lump-sum subscriptions of 
corporate bodies and firms is serving any purpose other than 
to swell the pride of the National Savings Committee. The 
debate did at least elicit from Captain Crookshank the 
statement that “a really good War Savings Week in a par- 
ticular area is probably best tested if, after it is over, every 
shopkeeper says, ‘It is the worst week I have ever known. 
It would be an immense gain to common sense (and to 
Truth in Advertising) if the campaign would take this as Its 
motto. 

* * * 


Manpower Crisis 


Even to maintain the expanding programme of war 
output, and still more to increase the programme in the 
face of new dangers and commitments, fresh labour must be 
found for the war factories at a greater rate than at present. 
Mr Bevin has made it plain that the present inflow of new 
workers is below present requirements ; and the greatest 
need fs for women. Technically, the only way in which 
many war factories can raise output to a maximum 1s by 
increasing the number of shifts worked, which can only be 
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done with the aid of more workers. A measure of the task 
in hand was given by Mr McCorquodale’s statement in the 
Commons last week that 150,000 women have lately been 
placed in war jobs every month, which is, apparently, not 
enough, even though there are now 1,500,000 more women 
in munitions and other vital work than two and a half 
years ago. It is probable, in the light of Mr Bevin’s and 
Mr McCorquodale’s statements, that The Economist’s esti- 
mate early in the war, that an addition of 2}-3 million 
women to these essential industries would be needed and 
possible, still holds ; and, in view of the crucial importance 
of British output in the Allied effort until United States 
production is in full flow, it seems likely that most of the 
1-1} million still required will be needed this year—nearly 
ag many in the next 9 or 10 months as in the 30 war 
months that have gone. These estimates have no authority. 
But, by way of illustration, they at least make it plain 
that every trace of reluctance on the part of the Government 
to comb out and call up women, and on the part of firms 
and employers to take them on, for whole or part-time 
work, and to train them, is culpable ; they are being re- 
leased too slowly from other industries and recruited too 
slowly for war work. By now, over 5 million women between 
the ages of 20 and 36 have registered for national service. 
But only 1,500,000 have been interviewed, and, at -the 
rate of 50,000 a week, even allowing for the high propor- 
tion of those registering in the upper age-groups who will 
not be interviewed because they are already in war ser- 
vice or have family ties, it appears that it may take the 
best part of this year to scrutinise even these. Registration 
of women aged 18 to 19 and 36 to 41 is proceeding. 
This bottleneck in interviewing seems likely to dam up 
the flow of recruits very dangerously. It makes a short- 
fall in recruitment almost inevitable. The refusal of em- 
ployers to provide training facilities or to work out part- 
time schemes for married women is equally dangerous. 
Neither the willingness of the women nor the large-scale 
intentions of the Government’s plans for mobilisation are 
in question. But the position seems to be that neither the 
Government nor industry has provided, or is providing, 
the necessary machinery for taking the women on at suffi- 
cient speed ; and the results may be disastrous. 


* * * 


The Use of Labour 


Proofs multiply that it is ham-handed and wasteful 
to reserve, protect or call-up men in groups according to 
their occupation. The Schedule of Reserved Occupations, 
now in liquidation, broke down because it exempted men 
from military service who were doing no war work at all 
and took away from agriculture, coalmining, building and 
several other industries irreplaceable heavy labour, which 
was graded “ unskilled.” Now the unequal incidence of 
the Essential Work Order, which is applied to scheduled 
firms in scheduled industries and protects their labour, is 
having, on a smaller scale, a similarly maladroit effect. A 
priori, production should be protected and distribution 
not. But, in the case of the coal trade, as recently pointed 
out by the Select Committee on National Expenditure, the 
results of leaving distribution unprotected have been dis- 
tuptive, and have contributed to serious delays and short- 
ages, Coalmining is now protected by an Essential Work 
Order because coal is a vital element in war production. 
war transport and the civilian standard of living. But it is 
obviously as important to distribute coal as it is to. produce 
it, and the cases cited by the Committee of “ coal merchants 
having to hold up wagons in sidings because of a lack of 
labour to unload into the delivery lorries” are due to a 
failure to see the problem as a-whole. It is doubtful, how- 
‘ver, whether the solution is quite so simple as merely to 
apply the Essential Work Order to the coal distributive 
trade, which might freeze some manpower which ought to 
be released or replaced. At any rate, two basic needs seem 
plain before this labour is finally protected: to rationalise 
coal distribution in single depots regardless of separate 

$; and to scrutinise the case of every worker in the 
trade with the utmost care and consideration for this state 
of affairs, 


+ * * 


Minister of Production’ 


Mr Lyttelton is to be Minister of Production with chief 
‘sponsibility for the War Cabinet over the whole business 
of war output. When Parliament was calling for the re- 
‘onstruction of the Government, which has now happened, 
the central plea was for a Minister of Production. Mr 
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Churchill knew that, with Lord Beaverbrook at work any- 
where in the field of supply, no other Minister of Pro- 
duction was possible. Lord Beaverbrook was chosen. Then 
he departed, and in the light of Parliament’s original 
demands, it is very odd that Members, and the press, 
accepted Hamlet without the Prince of Denmark so meekly. 
Perhaps it is because the Lord Privy Seal had so far stolen 
the play. More likely, it was because it was generally 
supposed that Mr Lyttelton was still to be Minister of 
Production in the full sense called for, in spite of the dis- 
appearance of the Ministry—and without the distractions 
inherent in the position of his short-lived predecessor. This 
has proved true. He is to be an authoritative Minister of 
Production, with a small selected staff of experts, without 
the unnecessary paraphernalia of an executive Ministry. 
Whether Lord Beaverbrook will emerge again to take up 
his remaining duties on the Anglo-American economic 
boards is not known, even to Mr Churchill. But Mr 
Lyttelton will, in any case, supervise this work ; and, at 
home—apart from the allocation of labour resources which 
remains, illogically but inevitably, with Mr Bevin—he 
appears to have full and effective powers over production. 
Four tasks stand out: to replace the Production Executive 
with a single decisive voice ; to fortify the regional boards 
with responsibility for the technical execution of production 
orders in their areas; to employ the factory committees 
as mainsprings of technical enterprise and industrial morale; 
and to improve the quality of planning at the centre. 





* * * 
Burma: Change of Command 


In spite of the evacuation of Rangoon, the news from 
Burma has one encouraging feature. After weeks of retreat 
the fighting on the Pegu-Rangoon and Prome-Rangoon and 
Prome-Pegu roads has given evidence of a new vigour 
in the use and direction of the British forces. The Burma 
fighting is to continue on the central front, where Chinese 
and British forces will fight side by side—and there is some 
hope that the new tactics will be pursued vigorously. The 
earnest of this is the succession of Lieutenant-General 
the Hon. Sir Harold Alexander to the Commandership-in- 
Chief. He took over from General Hutton on March sth, 
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and it is no coincidence that the new spirit began to 
manifest itself after that day. His appointment raises in an 
acute form a number of the still unsettled problems of the 
Far Eastern campaign. There is general agreement that in 
Malaya and Java the Allies were so heavily outclassed in the 
air and in equipment that prolonged resistance was im- 
possible. Hitherto, in spite of the magnificent air support 
given by the RAF and AVG and the use of a certain 
number of British tanks in the Pegu area, the retreat in 
Burma has been almost as rapid. If General Alexander’s 
offensive tactics should mark a turning point in the fighting, 
would it not suggest that faulty leadership and poor 
morale }iad played almost as decisive a part as lack of air 
support and equipment? 


Mobilising the Colonies 

The details, given in a Parliamentary answer last week, 
of the proposed conscription of labour in Kenya must arouse 
serious misgivings. It is quite true that the resources of 
the colonies cannot be fully mobilised without some form of 
compulsion, and, as was argued in an article in The 
Economist last week, there are strong reasons for asking the 
colonial peoples for active co-operation in the war. But the 
Kenya proposals are an example of the worst way to go 
about it. An increased production campaign is called for 
from Kenya to help supplies in the Middle East, and it has 
been established by an official committee that it can only 
be achieved if the present labour shortage is made good. 
Therefore, an Essential Undertakings Board will declare 
what undertakings are essential to the successful prosecution 
of the war, the defence of the colony and the maintenance 
of essential supplies and services. District labour committees, 
including a representative both from employers and 
employees, will consider applications from “ essential under- 
takers ” for Government help in recruiting labour ; selection 
committees, composed of Africans, will select male Africans 
under 45 years of age to comply with the requirements of 
the labour committees ; and there is provision for exemp- 
tion tribunals to hear appeals, while a central wages board 
will fix conditions of service, which will also apply to volun- 
tary labour. The disquieting things about these proposals 
are, first, that though “it can be assumed that the cultiva- 
tion of certain crops in the Highlands will be scheduled as 
essential,” that is, European-grown crops, similar crops 
grown by the natives are evidently not to be essential, and 
it is not said that there will be any control over European 
production to see that it is efficient. Secondly, it is almost 
certain that the employers’ representative on the labour 
committees will be far stronger than the labour representa- 
tive—who will presumably be an African—and it would be 
much better to have an entirely Government committee. 
Thirdly, a minimum conscription age has not been fixed— 
significantly, perhaps, in view of the prevalence of child 
labour in Kenya ; moreover, the minimum period of service 
has been fixed at 84 days, against the maximum fixed by 
the ILO convention for forced labour service of 60 days. 
But, quite apart from these drawbacks in the details, there 
is the general cause for uneasiness that the scheme, together 
with the similar conscription of native labour for agricul- 
tural work in Northern Rhodesia, seems designed to further 
the interests of the white settler rather than the war effort 
of the Empire as a whole. The advantages of conscription, 
as Britain knows it, is that it is applied to all sections of the 
community. In Kenya, though the Governor has powers to 
conscript all British subjects aged 18-50, he has used them 
sparingly, if at all ; and it is now proposed to conscript one 
—politically inarticulate—class for service, not with the 
Crown, but with a dominant minority whose attitude 
towards the Africans has always inspired justifiable mistrust. 


The Caribbean 


The contrast between mobilisation in Kenya and in 
the West Indies is startling. In the former, compulsion is to 
be applied to coloured peoples to serve white individuals. In 
the West Indies, on the other hand, there has been little 
attempt to make use of the very whole-hearted wish of the 
coloured peoples to serve the Empire as a whole. The 
proposal to recruit West Indians in special West Indian 
regiments has been refused; and little has been done to 
raise a civil defence service or local defence corps, although 
in some of the colonies, particularly Jamaica, many of the 
islanders feel that their services are not being used as 
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much as they might. The People’s National Party, ip its 
programme for Jamaica’s war effort, besides Calling fo, 
direct participation in the war, urged “an immediate 
economic and financial policy designed to increase the 
country’s war effort, to utilise to the fullest extent the mr. 
sources of the country and increase the national outpyt” 
It also declared that the living and health standards of the 
masses must be improved, and emphasised the importance 
to the West Indies of the close relationship between Britain 
and the United States and the possible closing of the 
Pacific trade routes. 


These declarations of the PNP, made last year, hay 
particular interest in view of the creation of the Anglo- 
American Caribbean Commission. This Commission, which 
will consist of three members from each country, wil] be 
concerned with labour, agriculture, housing, health, edyc:. 
tion, social welfare, finance, and related subjects in qj | 
British and United States territories in the Caribbean, One 
of its purposes is to avoid unnecessary duplication in re. 
search, but it is to be hoped that it will go much farther 
than that and, in fact, the appointment of Sir Frank 
Stockdale, Comptroller for Development and Welfare jn 
the West Indies, as the British co-chairman supports this 
hope. One of the reasons why so little has been done to 
implement the Colonial Development and Welfare Ac 
has been the inability of Britain to supply the necessary 
machinery and materials. Housing remains one of the greatest 
needs of the West Indies, and it is considered that much 
could be done with local raw materials, provided these 
could be developed. To do so, however, would need a certain 
amount of machinery; for instance, the establishment of 
a cement factory in Jamaica, recommended by the West | 
India Royal Commission, has been held up because of the 
lack of exchange to buy the necessary equipment. It is in 
specific cases like this that co-operation with the United 
States could be very fruitful, quite apart from the general 
desirability of international co-operation for colonial de- 
velopment. 


Rommel in Supreme Command ? 


Rumours are circulating freely that General Rommel’ 
visit to Rome portends his appointment to the supreme 
Axis forces, land, sea and air, in the 
Mediterranean war zone. Such an appointment would prob- 
ably imply promotion to the rank of field marshal, if only 
for the reason that Field Marshal Kesselring is reported 
to be taking command, under Rommel, of Axis air forces. 
The news, if true, points to a widening of the Libyan 
campaign into a full-scale attempt to oust the Allies from 
the Italian Lake, and to close it to their navies at both 
ends. Such a scheme would require unified command and 
combined operation, and, consequently, the veracity of the 
reports concerning Rommel’s future may prove a useful 
pointer. Meanwhile, the lull in the Western Desert has 
lasted five weeks. The promise .of a renewal of offensive 
action by the Axis has not been fulfilled. Activity on both 
sides has been confined to clashes between armoured fight- 
ing columns, patrolling in the No Man’s Land along the 
Tmimi-Mekili line, with Rommel still strongly holding th 
latter village. Air activity has been maintained, with British 
bombing attacks on Palermo, Benghazi and Tripoli. Its 
uncertain whether Rommel has received appreciable reit- 
forcements, but he has not hitherto felt himself strong 
enough effectively to defeat the opposing British forces. 
And in some six weeks the campaigning season will 
over, and both sides will be faced with the alternative o 
postponing the issue until next December, or of shifting 
the centre of Mediterranean fighting. Whether or 10 
Rommel is to be invested with supreme command, there 1s 
in the circumstances, urgent need for ensuring that our ow? 
forces throughout the Mediterranean. enjoy the benefits 0 
unified direction and tactical co-operation. 


command of 


New Penalties 

The new and severer penalties for black market offence 
are excellent; but they do not go all the way. Longt 
terms of imprisonment may be given: 
twelve months on summary conviction and of fourteet 
indictment. 
direction may be givan by the prosecution that casé 
shall come before assizes rather than quarter or peti 
condemned 
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imprisonment shall not thereby escape all financial penalty 
jg also just and necessary. Convicted persons must pay 

fine equal to the profit which they are estimated to 
Fe made, and may in addition be made to pay three times 
the value of the transaction. Mr. Morrison has announced 
that the new regulation is to come into force within a 
matter of days. But the new scheme still contains a weak- 
ness. Imprisonment is permissive and discretionary ; and it 
should be made inescapable in all proved cases. Indeed, it 
is very probable that short and wholly unavoidable terms 
of imprisonment, coupled with fines, would be more effec- 
tive than the rare application of long terms of penal servi- 
tude. It is a considerable tightening that parties to an 
offence who have received a commission, or, indeed, any 
valuable consideration, for participating in trade which has 
been proved illegal, will be presumed guilty. This welcome 
new regulation can be made watertight if the prosecution 
does in fact consistently use its powers of imposing a joint 
sentence of imprisonment and fine. 


Shorter Notes 


From March 23rd, millers will be prohibited from manu- 
facturing any flour other than national wheatmeal or a 
similar variety. But, in order to use up stocks of white 
flour, sales will be allowed, until April 6th, to licensed 
bakers, provided that three times the quantity of national 
wheatmeal is delivered at the same time. Between 
March 23rd and April 6th, makers will be allowed to include 
up to 25 per cent of white flour with the national wheat- 
meal when producing national bread ; but from April 6th 
the only bread on sale will be. national wheatmeal or other 
authorised brown breads ; and from April 2oth the manu- 
facture of any article of food will be prohibited, unless at 
least three-quarters of the flour contained in it is of not less 
than 85 per cent extraction. 


Limitations are also to be imposed on the production of 
sugar confectionery and biscuits. The chocolate trade is to 
limit its production to slab chocolate, filled bars, and what 
the trade calls “enrobered count lines ”—what the public 
calls this is not known. 


It is difficult to understand why Mr Morrison is so 
adamant about the Daily Worker. Questioned once again 
last weck whether he intended to lift the ban, he replied 
that he did not, because, in effect, he had no confidence 
in the declaration of the editorial board that the paper 
would “give its full support te the Government and do 
everything possible to strengthen British-Soviet unity. . . .” 
In view of the editorial conduct of the Daily Worker in 
the past Mr Morrison has justifiable cause for his mistrust, 
and he is probably right in affirming that the effect of the 
ban on production is exaggerated. But to raise the ban, 
which could easily be conditional, would. be a sikn of 
strength on his part, not weakness, 


* 


Last autumn, the Beveridge Committee on the use of 
skilled labour in the Forces proposed the creation of a 
single Mechanical Engineering Corps in the Army in order 
to make the most effective and economical use of engineers. 
Last month, when the Committee reported, the War Office 
had still not made up its mind, and was disposed to regard 
the change as dangerous and untraditional. This week, how- 
¢ver, it was announced that the entire engineering side of 
the RAOC, the maintenance personnel of the RASC, except 
or formation workshops and independent companies, and 
a large part of the maintenance. personnel of the Royal 
ngineers are to be formed into a new and separate Corps. 


* 


In accordance with the powers given in the National 
Service (No. 2) Act, 1941, compulsory enrolment in the 
Home Guard is to be applied in areas approximating to the 

Stern, South-eastern, and Southern Commands, but ex- 
cluding the Metropolitan Police District. In some of these 
areas fire-watching is already compulsory for men, and it 
iS not clear whether, in such circumstances, civil defence or 
home defence will have priority. 
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AMERICAN SURVEY 





The First Three Months 


T= Japanese bombs dropped on Pearl Harbour in the 
early morning of December 7th. It is, therefore, for 
just over three months that the United States has been 
at war, and the outlines of a war economy and of a war 
polity are beginning to emerge from the mists and con- 
fusions of the first few weeks. The coming of war had been 
elaborately planned for and discussed over several years, 
but it is safe to say that nobody envisaged the extraordinary 
conjuncture of events by which the United States has been 
the victim of attack, and is yet almost powerless, for the 
moment, to strike back. Apart from the one shattering raid 
on Pearl Harbour, the only fighting has been in the Philip- 
pines, where all that the people and Government of the 
United States can do is to admire from afar the gallant 
resistance of General MacArthur. So far America’s war has 
been, if not “phoney,” at least remote and undramatic, 
with little fighting, and equally little opportunity for direct 
sacrifice at home. The obvious comparison, indeed, is with 
the Chamberlain phase of Britain’s war. 

From this test the American way of waging war emerges 
with credit. Indeed, there is every reason why it should, 
since Americans have had every opportunity of observing 
the perils of the Sitzkrieg. Even so, there might easily have 
been less energy shown and less determination to plan on 
the maximum scale. There are, of course, weak spots 
in wartime America. It is already clear, for example, that 
the political game was only temporarily suspended, not 
abandoned. Party politics in the strictest sense have been 
modified ; there has been no indication that the Republican 
Party, as such, is trying to embarass the Administration. 
But the solidarity on Capitol Hill is rather thin. The imme- 
diate effect of the outbreak of war was, of course, very 
greatly to enhance the prestige of the President, partly be- 
cause of that recourse to the executive arm which always 
accompanies a war, but mainly because events had proved 
Mr Roosevelt to have been so completely right in his foreign 
policies. But criticism, and even opposition, are creeping 
back. Mr Roosevelt is a great politician and a great political 
leader—but no one would claim for him that he is a great 
administrator, and there is a rising volume of criticism of 
the administrative defects of the Government. Much of this 
was stilled by the appointment of Mr. Donald Nelson as 
undisputed chief of production; but other departments, 
especially the War and Navy Departments, are coming 
under fire. The criticisms are remarkably similar to those 
to be heard in London—too much bottle-necking of autho- 
rity and too little decision, too much tenderness towards 
the aged and the incompetent, too much confusion of 
functions. 


The Opposition Reappears 


Criticism of this nature is entirely salutary. The same 
cannot be said of the line being taken by many of the 
former isolationists. With them, blindness to the true issues 
is apparently a malady which cannot be cured even by such 
a clear demonstration of its folly as was provided at Pearl 
Harbour. The persistert and growing clamour is that 
American forces should be kept at home, that the Navy 
should do nothing more than patrol the coasts, that Japan 
is the only «enemy, that America is being cheated by her 
allies. The hatred of Mr Roosevelt, when it is combined 
with hatred of. Britain and reinforced by hatred of “en- 
tangling alliances,” can lead to the most astonishing 
doctrines. This section of opinion is still small ; but it is 
very vocal ; it will feed*on bad news (especially of other 
nations’ disasters), and it cannot be left out of account in 
assessing the pressure to which the President is subject. 

The greater is the credit that he and his lieutenants 
deserve for the policies they have stated and pursued. Mr 
Roosevelt has recognised no grades of totality in war, no 
limitations of liability. The war is to be made total as 
quickly as may be. The Budget has been drawn up on 
the assumption that, within the first eighteen months, the rate 
of expenditure will reach half of the national income. The 


figures of the production programme have deliberately been 
set at, or even above, the maximum attainable. There has 
been a deliberate tendency to anticipate, and even to 
exaggerate, the sacrifices that will be, imposed on the 
ordinary citizen. There is no small-mindedness in the scale 
of planning. All this runs directly counter to the methods 
that were followed, and to a remarkable degree still are 
followed, in Great Britain, where the tendency has con- 
sistently been to under-state and umder-plan, to defer and 
to deprecate. 

The test of these large plans will, of course, lie in the 
progress of production. The actual achievements of the 
American defence programme up to the Japanese attack 
were disappointing. The Prime Minister has stated that 
British production in 1941 was double that of the United 
States, and since the ratio of population is one to three, it 
follows that the American productive effort was only one- 
sixth of the British. Even when every allowance is made 
for the later start, this is not very impressive. Since Pearl 
Harbour, however, the tempo has quickened. There is a 
new sense of urgency and there is a new organisation. 
There is almost universal agreement at present (whatever 
future months may bring) that Mr Donald Nelson was the 
right choice. He is comparatively young, but of weight and 
eminence. He is a business man; but his experience was 
in the lively atmosphere of mail-order retailing, and he is 
immune to the sub-conscious “ Business as Usual” reserva- 
tions of the industrialists. Almost alone among the business- 
men brought to Washington in the past eighteen months, 
he has consistently urged that the task be conceived ona 
maximum scale. 


Mr Nelson’s Organisation 


Perhaps even more important than Mr Nelson’s pet- 
sonality are the powers he has been given. All the previous 
defence bodies—the National Defence Advisory Com- 
mission, the Office of Production Management, the Supply 
Priorities and Allocation Board—have been advisory bodies 
only. The placing of contracts lay with the Army and Navy 
Departments, whom only the President could instruct—and 
he would not do so. Mr Nelson has power to 1ssue 
directions and to lay down policies, and these powers inhere 
in him personally, not in the War Production Board, of 
which he is chairman. 

The WPB is organised in six main divisions, with a sot 
of General Staff gathered round the chairman. The lynch- 
pin of the whole structure is the Requirements Committee, 
the supreme allocations and priority authority. Mr W. L 
Batt, as chairman of this Committee, as well as head of the 
Materials Division, which has charge of all raw material 
matters, ranks as Mr Nelson’s chief lieutenant. The othe! 
branches of the General Staff are the Progress Reporting 
Section, under Mr Stacy May, one of the clearest heads 
Washington, and the Planning Committee. This latter has 
not yet been appointed, but Mr Nelson has let it be known 
that it will be largely composed of New Dealers rather than 
businessmen, because of their proved prescience in seeing 
the emergency coming and forecasting its shape and size. 

Of the six divisions of the WPB, Mr Batt’s Materials 
Division has already been mentioned. There is also 4 
Production Division and an Industry Operations Divisio? 
under Mr W. H. Harrison and Mr J. S. Knowlson respe™ 
tively. The exact distribution of functions between thest 
two is not entirely clear; but it would appear that Mi 
Harrison is responsible for letting contracts _and 
Knowlson for secing that they are carried out. The = 
version of industry falls to Mr Knowlson, who has ; 
reputation of being a hard-driving executive. The Purchasé 
Division, under Mr D. MacKeachie, is responsible for 
articles for which the organisation of production is unneces 
sary. Mr Sidney Hillman’s Labour Division, which has bet 
taken over bodily from the OPM, has hitherto function 
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more or less as a conciliation service, but its future task is 
clearly to be that of supplying manpower. The sixth division 
ig that of Civilian Supply, whose chief, Mr Leon Henderson, 
‘< also, outside the WPB, the Price Administrator. If Mr 
Batt is Mr Nelson’s chief lieutenant, Mf Henderson doubles 
the réles of lieutenant and ally. 

Of the methods that are being followed by the new 
organisation, it is too early to speak in any detail. It is 
already apparent, however, that there are a number of differ- 
ences from British practice, some imposed by circumstances, 
some chosen by policy. Paradoxically, raw materials threaten 
to be a more immediate bottleneck than they were in Great 
Britain. The American programme is far larger, and there is 
no country, three times as big, to draw upon, such as 
Britain has had in the United States. Manpower, on the 
other hand, is a remoter limiting factor—or perhaps it 
would be more correct to say that it is being so treated. 
It is difficult for the United States, which has suffered so 
severely from mass unemployment, to believe that there can 
ever be a shortage of labour, and it is, of course, true that 
the demands of the armed forces will be, proportionately, 
much lighter than in Great Britain. Nevertheless, it is 
difficult to imagine a country spending half of its national 
income on war without a shortage of manpower developing, 
and it may well prove, in a few months’ time, that far too 
leisurely a beginning is being made with this aspect of 
total mobilisation. 


Of the deliberately chosen departures from British pre- 
cedent, the most striking are the methods adopted to secure 
the conversion of industries. The British plan was (with a 
few exceptions) to deal with firms .and even with individual 
plants, not with complete industries, and the members of 
one peacetime industry can now be found making a great 
variety of different things for all three of the production 
Ministries. The American plan is to take an industry as a 
whole and to convert it as a whole, not necessarily to the 
manufacture of a single category of goods, but to a con- 
sistent programme. The automobile industry is the first and 
largest of the industries to be converted, but, at the time of 
the latest reports, seven entire industries had been scheduled 
for complete conversion. The American plan looks neater on 
paper ; it will be interesting, in a year or two’s time, to try 
to form a judgment on whether this appearance is deceptive. 

The production programme faces a number of tests. 
Some of these are technical in character—the conversion of 
industry, the provision of transport, the expansion of raw 
material capacity. But the mobilisation of manpower 
impinges on the political sphere and the general restriction 
of civil consumption (as distinct from the rationing of 
specific scarce materials) is more political than technical. 
It is here that the real test of America-at-war will come. 
In the last analysis, it is not the engineer but the politician 
who will determine how far American mobilisation will go. 
So far the omens are not too reassuring. The behaviour of 
the farmers’ lobby and of the labour movement still look 
more like manceuvring for sectional advantage than a desire 
to share in the common sacrifice. Perhaps it would be over- 
hasty to base conclusions on no stronger evidence than this. 
The American body politic has hardly had time “yet to 
control its conditioned reflexes. There will be plenty of 
Opportunities in the succeeding quarters of the war to show 
that the separation of powers does not involve the shirking 
of responsibilities. 


' American Notes 


Demand for an Offensive 


The final stages of the tragedy in the Far East have 
been accompanied by a rising demand from all sides for 
offensive action and reports this week suggest that it may 
not be far off. Criticism of British failures has been less 
noticeable, and Americans have admitted their responsi- 
bility for the inability to hold Java. There has been growing 
understanding of the part played in the disaster by a policy 
of scattering defences thinly over the whole area, and wide- 
spread agreement that the United Nations must abandon 

aginot mindedness” and consideration of political re- 
Percussions before military factors, that they must avail 
themselves of the advantages inherent in attack: surprise 
and the ability to concentrate their forces, and to make the 
fnemy fight on unfavourable ground. The attack on the 

old men” of the Administration to which, so far, Presi- 


a Roosevelt has turned a deaf ear, is part of this drive 
or more ag 
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caught the public fancy. One of them, a plan for an 
American invasion of Italy this spring, is proposed in 
“ Defence Won’t Win the War,” a book which is reported 
to be enjoying a great vogue. There are proposals for a land 
attack on Japan from China, and for the use of Russian 
bases for joint Anglo-American bombing of japanese cities. 
There is even a plan for landing an American army in 
Portugal to take over Vichy France. Needless to say there 
is a comfortable silence as to how these offensives are to 
be transported and supplied, and the Administration, which 
has to wrestle with such problems, is proceeding with its 
own more modest and realistic moves. But hare-brained or 
not, the popularity of such schemes marks an immense 
change in the American attitude toward the war. It was not 
so long ago that public opinion was overwhelmingly opposed 
to sending a single soldier outside the Western Hemisphere 
and the Administration had to approach every move with 
the utmost wariness, Now it can be sure of support for 
any enterprise, provided it is sufficiently vigorous and 
daring. The only danger is that if public expectations are 
raised too high, the American people may become impatient 
of the inevitable weary months of waiting, disappointments, 
and reverses while the training, the shipping, and the 
supplies necessary to a successful offensive are built up. 


* * * 


Reorganisation of the Services 


During the last two weeks both Army and Navy have 
undergone reorganisation at the top to centralise responsi- 
bility and increase co-ordination within the Services. The 
Army has been divided into three sections—Ground 
Forces, Air Forces and Supply Services—under the Chief 
of Staff. In addition, special forces and commands may 
be created by the Secretary, of War as the situation 
demands. All the powers and functions of the Chiefs of 
Field Artillery, Infantry, Cavalry and Coast Artillery are 
transferred to the Army Ground Force under Lt.-General 
Leslie McNair, formerly Chief of Staff at General Head- 
quarters. Duties of the Combat Command and the Chief 
of the Air Corps are transferred to Lt.-General Henry H. 
Arnold. The naval changes involve a transfer of the duties of 
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the Chief of Naval Operations to the Commander-in-Chief 
of the U.S. Fleet, in a move to unify contro] over the 
movements of ships with the provision of supplies. These 
two analogous reforms have been welcomed by the public 
as a sign that the Army and Navy are being streamlined 
for action. There remains the question of co-operation 
between the Army and the Navy. Lack of co-ordination 
between the two was in great measure responsible for the 
losses sustained at Pearl Harbour, and the nature of the 
fighting in the Pacific, where the Army and Air Forces 
are so dependent upon the Navy, makes the most complete 
agreement and understanding more urgent than ever. Presi- 
dent Roosevelt has characterised as unnecessary a Bill 
introduced into the Senate by Senator Clark intended to 
create a single Department of Defence, and certainly it is 
a change of attitude rather than of machinery that is 
needed. 


Fifth Column Precautions 


In response to alien scares along the West Coast, 
General Dewitt has announced the establishment of pro- 
hibited and restricted areas in the four Pacific Coast states. 
All enemy aliens and Japanese Americans are to be evacua- 
ted from a coastal strip 30 to 125 miles wide running from 
Canada to Mexico, considered “ particularly subject to 
attack, threatened invasion, espionage and acts of sabotage.” 
All military encampments, naval establishments, aircraft 
factories, airfields and the principal coastal cities are also 
prohibited territory. All enemy aliens, but not citizens, will 
be removed from another strip behind the prohibited zone. 
The remainder of the four states constitute “ military zone 
two.” It is expected that about 70,000 Japanese Americans 
and 140,000 enemy aliens, principally Japanese and Italians, 
will be moved out during the next four months. They have 
been principally occupied in farming, and a civilian staff 
has been appointed to assist the Army in minimizing the 
very considerable dislocation and personal hardships which 
will be caused. The increase in prohibited and restricted 
zones and the transfer of control to the Army are in direct 
response to popular alarm caused by reports that Japanese 
had bought up all the land surrounding important airfields 
and were assisting Japanese submarine attacks on the coast. 
Attorney-General Biddle has announced that 3,849 enemy 
aliens have been arrested on a variety of charges. The pre- 
cautions which have been taken seem completely reasonable 
in view of the importance of the Pacific Coast as an aircraft 
and shipbuilding centre, and its vulnerability. So far, there is 
no sign of the hysterical anti-alien campaign of the last 
war, which provided an ugly page in American history. 


Hire Purchase Restrictions 


The Federal Reserve Board has issued an order 
designed further to restrict buying on hire-purchase (known 
as instalment buying in the United States) by reducing the 
time over which payments may be spread from 18 
to 15 months and increasing the required amount of the 
down payment, from 20 to 33} per cent in the case of 
refrigerators, vacuum cleaners, radios, sewing machines, 
and other large items, and from 15 to 20 per cent for rugs, 
watches, bicycles, lawn mowers, and certain other articles. 
Control over instalment buying was first instituted by the 
Board in August, 1941, at the request of the President, and 
Mr Eccles, Chairman of the Board of Governors, explained 
that it was intended to damp down consumer spending and 
conserve strategic metals used in the manufacture of con- 
sumers’ durable goods. The volume of instalment credit 
stood at about $6,000 millions in the middle of 1941, an 
all-time peak, and nearly double the figure of 1938. Instal- 
ment debt for the purchase of automobiles was about $2,500 
millions, over a third of the total. The Federal Reserve 
Board pointed out in its Bulletin that the sales of consumers’ 
durable goods had expanded two or three times as much 
as income payments to individuals, and that they were 
seriously affecting the supply of materials and labour for 
the defence industries. An increase of $550 millions in bank 
loans was in large part due to an expansion in retail instal- 
ment paper, eagerly sought by the banks to supplement 
their declining earnings. The increasing severity of the 
restrictions shows that opportunities to curb spending are 
not being neglected, and that other methods beside taxation 
are being employed. Such restrictions, however, are an in- 
adequate substitute for a wage and price policy and have 
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the disadvantage that they affect only those who are unable 
to pay cash. The conversion of many of the industries pro. 
ducing consumers’ durable goods, already under way, pro. 
vides a more effective and equitable method of reducing 
spending and consérving materials and labour. 


* * * 


The Ingredients of Steel 


Last year the United States produced more sty 
than ever before ; the output of steel ingots reached som, 
83,000,000 short tons (of 2,000 Ibs) and was 24 per coy 
above the previous record established in 1940. This tremep. 
dous expansion involved a heavy increase in the consump. 
tion of iron ore and scrap, the two main ingredients ¢ 
ordinary steel. Production of iron ore, of which 86 per 
cent came from the Lake Superior district, was aboy 
104,000,000 short tons, an increase of more than 29 per 
cent over the figure for 1940; the output of pig iro 
reached §6,000,000 short tons, or 19 per cent more than ip 
the previous year. The consumption of scrap last year has 
been estimated by the Institute of Scrap Iron and Steel g 
59,600,000 short tons, an increase of nearly 28 per cem 
from the previous year. The increase in the use of scrap 
has therefore been relatively greater than the growth 
in that of iron ore. Indeed, the heavy call on .scrap ha 
not been met without difficulties ; at the end of last Septem. 
ber, stocks at the plants of suppliers and consumers and 
in transit were about 5,700,000 short tons, equivalent to 
only some five weeks’ requirements at the current rat 
of intake. In so far as the scrap problem—it has become 
a problem—can be attributed to faulty price policy, the 
solution is readily at hand; in spite of the reduction in 
prices last year the quantity collected was enormous, A 
more fundamental cause of the present shortage is the 
growth of the open-hearth furnace, which requires a high 
proportion of scrap, at the expense of the Bessemer process, 
In August, 1941, for example, the average charge of the 
open-hearth furnace consisted of 48.1 per cent of scrap 
and 51.9 per cent of pig iron, and that of Bessemer plants 
of 5.9 per cent of scrap and 94.1 per cent of pig iron. These 
difficulties, however, do not mean that the output of steel 
will actually fall in the current year. As has been demon- 
strated by the British steel industry, the proportion of 
scrap and pig iron charged into the furnaces can be varied, 
within limits. A recent survey undertaken by blast furnace 
operators and steel experts in Pittsburg and Youngstown 
revealed that the output of pig iron can be pushed up this 
year by about 4,500,000 short tons. Nor, provided the 
necessary measures are taken, is there any reason why scrap 
deliveries should fall appreciably below last year’s level. 


Shorter Notes 


Mr Harrison, Director of Production for the WPB, has 
announced that airplane production is ahead of schedule, 
and that all other parts of the President’s programme are 
meeting expectations with the exception of shipbuilding, 
where a bottleneck in certain items has held up production. 
Mr Nelson, Chairman of the WPB, has expressed his belief 
that instead of being allowed to lag, the shipbuilding goal 
should be increased beyond the President’s figure of 8 


million deadweight tons. 
* 


The National Industrial Conference Board states that 
in its opinion two million women will need to be drawn into 
factory work if a labour force of 15,000,000 war workers, 
which it is thought will eventually be necessary, is to be 
created. There is a reserve of about seven million women 
between the ages of 14 and 44, not regularly employed, 
of whom possibly five million might be put to work. 


* 


Abour 35,000 young people have been dropped from the 
rolls of the National Youth Administration in response t6 
an order limiting it to activities aiding the war effort. The 
Civilian Conservation Corps has been almost entirely con- 
verted to war projects, and is employing only 100,000 as 
compared with 266,000 last April. These changes are part 
of _the pruning of all the government’s non-defence 
activities, 
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THE WORLD OVERSEAS 





Brazilian Metals 


[By A CORRESPONDENT] 
March 9th 


\EVERAL agreements for developing Brazil’s natural 
S resources in the interests of the Allied war effort were 
concluded between the United States and Brazilian Govern- 
ments last week. To one of them, the British Government 
has become a signatory; it covers the completion of the 
Victoria Minas Railway with United States help and the 
transfer of the British-controlled Itabira Iron Ore Company, 
Ltd. to the ownership of the Brazilian Government. The 
United States Government provides the funds for the exten- 
sion of the Victoria Minas Railway, the development of the 
Itabira iron ore mines and the extension of the ore-loading 
facilities at the port of Victoria (north of Rio de Janeiro). 
Both the United States and British Governments will 
receive iron ore in return. This move was preceded in 
January last by the formation of a Brazilian company (Cia 
Brasileiro de Aluminio) for the development of the Pocos 
de Caldas bauxite deposits. The capital of this company 
(60,000 contos) is Brazilian and has been supplemented by 
a substantial long-term loan by the Banco do Brasil. The 
United States Government has agreed to grant priority to 
equipment and machinery needed for the development and 
equipment of the mines. The development of the Itabira 
iron ore mines and the Pocos de Caldas bauxite deposits is 
of outstanding significance to both Brazil and the Allies. 
To Brazil, it gives an opportunity to place its one-sided 
national economy on a broader basis; for the Allies, it 
creates new and extensive sources of supplies of two of the 
most important strategic metals. 

Brazil is enormously rich in iron ore and may well be 
the richest iron ore country in the whole world. The mineral 
js found in almost every state, but so far mining develop- 
ments have been confined to Minas Geraes. The known iron 
ore reserves of this state alone have recently been estimated, 
in a special United States Bureau of Mines publication, at 
1,500 million tons of compact hematite with an iron content 
of over 65 per cent ; 3,500 million tons of so-called itabirite 
with 50 to 60 per cent iron ; and 10,000 million tons of 
lower grade ore of between 30 and 50 per cent iron. The 
Itabira deposits cover only part of the Minas Geraes 
reserves, but they are concentrated in a comparatively small 
area eight miles long and 1} miles wide, and contain a great 
part of the state’s richest hematite. The principal con- 
cessions have been held by the Itabira Iron Company, 
which has substantially developed its concessions, but 
communication difficulties have kept production and ship- 
ments at a small level. In the last year before the war, Brazil’s 
iron ore exports reached their maximum of not more than 
362,690 long tons, and since then shipments have declined 
rather than increased. An improvement in communications 
from the mines to the coast, together with the supply agree- 
ments with the British and United States Governments, are 
likely to lay a foundation for big shipments in the future. 


Transport Difficulties 


The Victoria Minas Railway, which is to be extended 
under the new agreement, at present connects the port of 
Victoria with Drummond, which in turn is connected by a 
25 miles long motor road with Caué on the northern end of 
the Itabira concessions. The United States Bureau of Mines 
¢stimates that, by an improvement of the motor road and 
the extension of the railway’s rolling stock, ore shipments 
could be raised to 1,000,000 tons per year. If the railway 
Were changed to broad gauge, and extended to the mining 
area, as is likely under the new extension plans, this figure 
could be raised to 4,000,000 tons per year. The new agree- 
Ment does not refer to communications other than the 
Victoria Minas Railway, but, according to the US Bureau of 
Mines, there is a branch road, 30 miles in length, which 
connects Itabira with Santa Barbara on the Brazilian Central 


ailway to Rio de Janeiro. The improvement of this road, yp. ; 


or the linking of Itabira to the Central Railway, would 
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probably extend the annual capacity of the Itabira ship- 
ments to something like 10,000,000 tons. 

The development of the Brazilian bauxite deposits has so 
far been even less extensive than that of the iron mines. 
Bauxite is found in wide areas throughout the country, but 
here, too, Minas Geraes has been the chief centre of activi- 
ties. There have been smaller developments in the States of 
Espirito Santo and Maranhao. According to the US Bureau 
of Mines, the ore reserves of mines in the three states so far 
closely examined amount to 19,600,000 tons, that is, enough 
for §,000,000 tons of aluminium metal, but rough estimates 
of the country’s entire bauxite resources approach ten times 
this figure. 

The production of bauxite in Brazil has so far been 
confined to the Pocos de Caldas plateau in Minas Geraes, 
where mines with a reserve of 6,600,000 tons of ore have 
so far been developed. Actual production so far, however, 
has been unimportant (less than 20,000 tons per annum). 
The extent of Brazil’s future production depends chiefly on 
the development of communications to the coast and the 
rate of sea freights from there to the chief aluminium pro- 
ducing countries. Under satisfactory transport and freight 
conditions, the output of Brazilian open-pit mines could 
without difficulty be raised to several hundreds of thousands 
of tons per year. 

At present, the rail comntunications to the coast are in- 
adequate. The Pocos de Caldas plateau lies 200 miles from 
Sao Paulo, and slightly more than that from Santos, at 
present the only port of shipment. Theré is only one rail- 
way (the Mogyana with a one metre gauge), and this line 
has not sufficient rolling stock to cope with more than 
50,000 tons per year. Before the mines can become im- 
portant for export, therefore, an extension of rail facilities 





leads the 
steady 


* 











358 THE ECONOMIST 


is required. Moreover, the freight charges from Santos to 
the United States are at present, owing to the high war 
risk rates, higher than the United States price of bauxite. 
Nevertheless, the development of the Pocos de Caldas de- 
posits by the Cia Brasileiro de Aluminio is of great interest 
to the Allies, a fact which is stressed by the United States’ 
promise of priority supplies of equipment. At any rate, 
the present aluminium programme in the United States and 
Canada is taxing the United States and Guiana bauxite 
deposits to such an extent that additional sources of supply 
are needed as a reserve. Moreover, the new Brazilian 
aluminium company intends to start with the production of 
aluminium after the development of the bauxite mines. This 
is a definite economic proposition, and it may well be that 
the United States Government will later assist the company 
in its aluminium production programme. As Brazil’s re- 
quisements of aluminium are only small, the great bulk of 
the national output could be exported to the Allies, whose 
requirements already exceed today 500,000 tons per year. 


New Zealand in Wartime 


[FROM OUR CANTERBURY CORRESPONDENT] 


December 18th 
A RECENT decision of the Arbitration Court indicates an 
important change of policy. Regulations exist permitting 
the Court to make general adjustments in all award rates 
ef wages in response to changes in the cost of living. In 
August, 1940, the workers asked for a general rise of Io per 
cent under these regulations and were awarded a § per 
cent increase. In December of 1941, they applied for a 
further increase of 73 per cent, but their application was 
rejected on thé ground that the economic and financial 
conditions of the Dominion would not permit any increase. 
During the whole of the past year, the Government has 
made earnest efforts to give effect to a policy of stabilisation 
by such means as price control and subsidies, and it is 
becoming clear that stabilisation of wages is the major part 
of stabilisation of internal costs and prices. Since the 
depression period, wages have risen steadily, and the pur- 
chasing power of award rates is now about 8 per cent higher 
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than in 1926-30. But the increase in rates over the past Year 
has been very slight and the rising trend appears now 1 
have been checked. Shortages of labour are acute in a 
quarters, hours have been extended and shift work adopted 
in urgent cases; and, though the rates are unchanged 
earnings have increased owing to longer hours and overtime 

The outbreak of war in the Pacific creates a demand for 
further internal adjustments. The withdrawal from industry 
and trade of men trained during the last two years for home 
defence and emergency measures further depletes the map. 
power available for production. It is expected that Overseas 
shipping will be considerably reduced in the future and 
increase difficulties of export surpluses and import shortages 
Holidays and holiday facilities have been curtailed in order 
that production may be maintained ; motor transport has 
been further reduced ; and the right to purchase petrol, fo; 
private purposes has been cancelled. 


A Swing from Labour ? 


There is, however, some criticism of the rigidity of legal 
regulations of industry and trade and of the bureaucratic 
methods adopted, since it is held that these tend to hamper 
rather than to assist industry ; and the burden of wartime 
taxes is very heavy. The municipal elections last year showed 
a very decided swing against Labour candidates, and the 
latest by-election returned an Opposition candidate for what 
was formerly a Government seat and showed a changeover 
of about 20 per cent in the total votes cast. It is widely felt, 
too, that in view of the demands of war there should be 
much more economy in other Government expenditure, Up 
to 1936, total state taxation in New Zealand never reached 
£NZ23 millions. For the present year, about £NZ45 millions 
of taxation is required for ordinary purposes, in addition to 
about £NZ17 millions for war, and the estimates provide 
also for loans to be raised totalling £NZs56.9 millions, of 
which £NZ44 millions is for war and £NZ12.9 millions for 
public works. There are indications that public works 
expenditure is being curtailed, but the first half-year’s 
returns show that other ordinary expenditure is conforming 
closely to the estimates. War expenditure for the full year 
was estimated at £NZ69.7 millions. For the first half-year, 
war expenses amounted to £NZ6.6 millions in 1940 and 
£NZr15 millions in 1941. In view of developments in the 
Pacific, very substantial increases in this expenditure now 
appear probable. 


Three Years of Occupation 


[By A CZECHOSLOVAK CORRESPONDENT] 


On March 15th, it will be exactly three years since the 
Nazis entered Czechoslovakia. In three years, the Germans, 
in spite of terror, pillage and persuasion, have come no 
nearer to the aim they had set themselves when they 
entered Prague—to win the political support, or ac- 
quiescence, of the Czechs. Only industrially have they 
gained, and gained markedly, in terms of war material, but 
only against stubborn resistance. 

Czech universities have been closed ; national organisa- 
tions such’as the Legionaries and the Sokol have been dis- 
banded ; Czechoslovak resistance has grown; and the 
Germans have given up mass murdering as futile. It was in 
the third year of their rule that the Nazis sent Reinhard 
Heydrich to start manslaughter. More than 400 Czechs were 
executed, and over 1,300 of all social classes and professions 
were imprisoned. But the Czechs increased their sabotage, 
and as Hitler’s war machine needed more material to replace 
the losses on the Soviet front and to prepare a spring 
offensive, an attempt was made to cajole the Czechs by 
releasing a few hundred students from concentration camps. 
Still the Czech workers hampered production, and the 
tactics were changed again. A new Protectorate Government 
was set up on January 19th this year, with the Prussian 
official Walter Bertsch as economic dictator. 

The policy of Bertsch shows plainly the industrial import- 
ance of the Protectorate to Germany. The manufacture of 
fine mechanical instruments and optical articles is pet 
mitted only for the German army. Orders received by textile 
factories were cancelled. All building was stopped. Czech 
workers were forced to work wherever Germany might need 
them, in Germany or in their own country. Working hours 
were increased from ten to twelve a day. Plainly this 1s 4 
programme of full-scale war industrial mobilisation. The 
workers of Czechoslovakia will never give up the fight of 
abandon hope, and those who invite the British to sem 
bombers will continue their three years’ sabotage. 
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German Europe 


Financial Outlook 


The Reich Minister of Finance has estimated that 
during the financial year 1941/42 he will have spent between 
Rm 90,000 end 95,000 millions, of which roughly Rm 6,500 
millions was contributed by occupied countries as costs of 
occupation. The expenditure covered by internal revenue 
and borrowing would thus amount to 77 per cent of the 
national income, which is estimated at between Rm 110,000 
and 115,000 millions. 

GERMAN BUDGETS 
(Rm 1,000 millions) 


War Con- 
tribution 
Tax of 
Revenue Communes Borrowing _ Total 
1939/40 ......--- 23 6 48 21-2 49 -6 
BIEL. woes ccece 27 -2 5 +4 38 -0 70-6 
1941/42* ........ 32-0 6-4 51-0 89 -4 


* Estimate. 


It is very doubtful whether more than three quarters 
of the total national income can be used for public expendi- 
ture. If the estimate of the national income is correct, the 
high percentage represented by public expenditure shows 
that Germany is drawing heavily on capital—exhausting 
stocks of manufactured goods and postponing the replace- 
ment of capital goods. The methods of estimating the 
national income, however, are unreliable. Various German 
Sources arrive at different figures, and use different defini- 
tions. One source estimates civilian consumption at roughly 
39 per cent of the total national income ; but this estimate 
includes in the national income Rm 17,000 millions derived 
from the contributions of foreign countries, through costs 
of occupation and their trade balances. The use of three- 
quarters or 80 per cent of the national income on public 
expenditure is out of all known proportions. If correct, it 
would suggest not only a remarkably depressed standard of 
living but an enormous wastage of capital assets. Actually, 
the use of foreign resources, foreign productive capacity 
and foreign workers is reflected in Germany’s national in- 
come, and the high percentage of public expenditure is 
rather an indication that Germany has been successful in 
exploiting the continent. 

Financial conditions in occupied and dependent coun- 
tries reflect the tremendous drain on national resources to 
the advantage of Germany. Belgium’s finances are a typical 
example. 


BELGIAN BUDGETS 
(In 1,000 million francs) 
Revenue Expenditure Deficit 
a ee re 7-59 21-39 13-80 
ee eee ; 15 -53 36 -64 21-11 


Costs of occupation in 1941 amounted to 15,150 million 
francs, and 69 per cent of the deficit was covered by the 
issue of Treasury bonds. Belgium’s national income in 1941 
is estimated at 46,000 million francs, which would mean that 
total expenditure amounted to four fifths of the total national 
income. The German administration agreed on the pay- 
ment of state expenditure partly in Treasury bonds which 
must be accepted as legal tender. The notes in circulation 
rose from 39,770 million francs at the end of 1940 to 
§2,170 million francs at the end of 1941, or by 31.2 per 
cent. 

In the Danubian countries financial conditions have 
been changed by successive re-drawings of frontiers. In 
Hungary, Roumania, and Bulgaria, the budget estimates 
Increased considerably during 1941, but the actual war 
expenditure of these countries is kept secret, and returns 
of national debt have been suspended. Substantial loans 
have been issued in all these countries, and the situation 
in Roumania was eased by a German loan amounting to 


Rm 600 millions. 


Financial conditions in German Europe are depen- 
dent on financial trends in Germany. The exploitation 
of western European countries has enabled Germany to 
maintain her tremendous war éxpenditure. In the third 
year of the war, half Germany’s expenditure is still covered 
by revenue. The character of borrowing has changed. In 
August, 1939, short term borrow'ng amounted to 33 per 
cent of the total; at the end of December, 1040, it was 
46 per cent, and exactly 50 in December, 1941. The relative 





drawing htavily on capital. “ Industrial collaboration” aad 
import surpluses from dependent and neutral countries 
enable Germany to spend an unusually high percentage of 
the national income on the war. Financial control in 
Germany is still effective, particularly in diverting ex- 
cessive purchasing power by the system of price control, 
progressively increasing taxation and various schemes of 
iron savings, There is hardly any effective control in western 
European countries, and conditions begin to resemble those 
of the inflationary period in Central Europe after the last 


war. 
+o * * 


Bank Report.—The Berliner Handels-Gesellschaft, one 
of the big German banks, was the first to publish its annual 
report. Total assets increased in 1941 by 20 per cent against 
18 pet cént in 1940. The most interesting items are as 
follows : — 

(In million Reichsmarks) 


Total Treasury 
Deposits Advances Bonds Taxes 
AOOE vise chewwdss 239 -4 81-9 54 “6 2:7 
Cee 268 -4 102 -2 85 -9 "28 
SOU cbse cvicsees 338 -0 101 -7 146 -0 3-6 
Ra Heoseenes< 428 +5 115 -2 216-1 3-4 


Net profits fell from Rm 4.2 millions in 1940 to Rm 2.3 
millions in 1941. The dividend remained unchanged at 6} 
per cent. Investments in Treasury bonds, which amounted 
to 17.8 per cent of total assets in 1938, were 45.2 per cent 
of total assets in 1941. From 1938 to 1941, total deposits in- 
creased by 79 per cent. It is of particular interest that 
the slight fall in advances which occurred during the first 
year of the war has now been changed into a slight increase. 

. 


European Hollow Glass.—The new type of European 
cartel in the form of a compulsory marketing organisation 
under state control is now being extended to the hollow- 
glass industry. Germany has already organised the plate 
glass and bottle manufacturing industry. As a first step, the 
German, Bohemian and Slovakian cartels have been amal- 
gamated by a Glass Trustee Company. At present, negotia- 
tions are being conducted for the cartelisation of the follow- 
ing hollow-glass industries : — 


No. of No. of 
Factories Factories 
Germany ..+.... 257 Slovakia ....... 7 
PYAMCe .. 00. ccce 126 Hollend......<. 7 
Belgium ....... 40 Denmark ...... 4 
TO ves s4+eees 120 Bulgeeie ....... 6 
DUE? ivawae'ds 40 Roumania...... 6 
Dk Se os 0 34 a 1 


Germany reached the first agreement with the Slova- 
kian industry in spring 1941. In August, 1941, the Dutch 
factories joined. By joining the German cartel, the Slovakian 
and Dutch industries accepted German output and price 
regulations. Agreements with other countries are said to be 
on a parity basis. Agreement with France was reached after 
the French Production Committee began functioning in 
May, 1941. On the basis of this agreement, Germany secured 
the markets in northern and south-eastern Europe. Under- 
standing has been reached in discussions with Italy, Belgium 
and Hungary, and the discussions with the unimportant 
industries in south-eastern Europe are progressing favour- 
ably. The German cartel regulates production, prices and 
markets. The agreements with other countries, however, 
are confined to prices, quotas and markets only, for the 
purpose of a European marketing organisation. 

* 


Cinema Organisation.—A short time ago, representa- 
tives of the Reich Film Chamber, under the control of the 
Propaganda Ministry, formed the Deutsche Filmtheater 
GmbH, for the purpose of acquiring and running cinemas. 
A subsequent order of the Reich Film Chamber excluded 
joint stock companies from owning cinemas. After a period of 
I2 months, cinemas can be owned and run only by personal 
owners. The majority of the cinemas, however, are owned 
by the “ Ufa” concern, and these cinemas will be taken 
over by the new Deutsche Filmtheater GmbH. The com- 
pany will concentrate on running the biggest cinemas, 
which, it is explained, must be in the hands of a state- 
owned toncern. At the same time, no person is allowed to 
own more than four cinemas. The new owners will be 
recruited from soldiers and must be “ politically reliable 
and fit for the representation of German culture.” 
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Russia at War 


~Record and Information.—Since the beginning of the 
war The Economist has published a regular record of 
economic developments in Germany, and sincé 1941 in 
German-controlled Europe. Since January 17th this year, a 
much wider survey of events in the United States has 
become a weekly feature. Since June last year, the achieve- 
ments of the Soviet Union have been a decisive factor in the 
conflict ; and it is proposed now to attempt a regular account 
of Russia at War. This section will in no respect be able 
to compete with Germany at War, and still less with the 
American Survey, both of which are based upon a mass of 
press and other material which, in the case of the Soviet 
Union, is unfortunately absent. 

Economic information about Russia is extremely scarce. 
Up-to-date statistical data are rarely published in Russia, 
even in normal times. In a country where public dis- 
cussion usually centres upon the details of the work of 
one particular industrial plant or of one particular collec- 
tive farm, but is not permitted to touch the basic lines of 
economic policy, the knowledge of statistics and of the 
relevant economic facts has become the privilege of small 
circles of administrators working at the top of the planned 
economy. Moreover, Russia’s industries were placed on a 
war footing earlier than those of any other European 
country, and consequently the statistical black-out became 
thorough there at a time when European economic life 
was still flooded by the lights of free research and public 
knowledge. 


x 


Battlefield Economy.—The term “ war economy ” hardly 
describes conditions in Russia. Battlefield economy 1s 
a more appropriate description. The whole structure is in 
a state of flux; tremendous dislocations have taken place 
and are still taking place. Long-term consitlerations, which 
still retain some meaning in a “ normal ” war economy, are 
obscured by the fact that, in effort, achievement and failure 
alike, it is only the desperately short run that counts. In 
relation to British standards of war economy, Russian 
economic conditions look to a large extent like the condi- 
tions of the Soviet Forces in the thick of the battle com- 
pared with those of the Allied Armies, which are still 
preparing and training for the tests to come. It is obviously 
impossible to look for exact statistical knowledge of the 
developments in this military and industrial battlefield while 
the fortunes of the fight are swaying and the toll of casual- 
ties—again industrial as well as military—is growing. 

All that can be done in these columns is a careful record 
and a tentative estimate of developments based on the 
piecemeal information available. Incomplete and belated 
information, as well as errors of judgment, will be un- 
avoidab!le. It :s hoped, hewever, that this section will serve 
its purpose if it contributes a little to widening knowledge 
of the economic conditions in which Russia is making its 
heroic war effort. 


x 


The Evacuated Industries.—It has now become 
possible to get a general idea of the position in Russia’s 
evacuated industries. Soviet newspapers have published 
very detailed reports about the achievements obtained and 
about the d fficulties experienced by the factories on their 
new sites. There have been two stages in evacuation. First 
came the industries from the areas of actual warfare, which 
were moved away as circumstances allowed. Then there 
were the threatened regions—Leningrad, the Moscow 
basin and the Ukraine—where time allowed for a more 
systematic and purposeful manner of evacuation. In many 
cases, factories were split up in those regions ; where pro- 
duction of immediate importance to the front was con- 
cerned, skeleton factories were left on the spot, but valu- 
able equipment was transferred to the rear and the skeleton 
factories were fitted with o!d tools previously used for 
scrap. In Moscow and Leningrad, a feverish search for 
scrap-tools and scrap-iron has been the feature of the last 
few months; and as the industries concerned had been 
steadily modernising their equipment in recent years, con- 
siderable teserves of old machinery seem to have been 
available. The “ mother-factory,” thus _re-crganised, 
attempted to maintain the flow of arms and munitions to 
the nearby front, while the better-equipped “ daughter- 
factories ” were established far in the rear. Pravda reports 


instances in which the splitting up of one original factory 
has given birth to three new ones. : 


There have been four main reception areas: —(1) The 
Volga region, with its centre in and around Kuibyshey ; (2) 
the Southern Urals ; (3) the Kuznetsk basin (Kuzbass); and 
(4) Siberia and the Soviet Far East. To which area any 
industry was transferred depended on empirical cop. 
siderations, and such factors as access to raw materials 
and transport facilities, which frequently conflicted, Fo, 
transport, the Volga region is in a better position than any 
of the other zones; but the character of the country js 
still predominantly agricultural, and evacuated industries 
could hardly find there the necessary support in local 
industries. Its raw material resources are inadequate and 
its man-power has been almost totally mobilised, so that 
an acute labour shortage was bound to arise. This region 
seems to have given shelter to light industries, mainly 
textiles and footwear, as well as to plants producing 
grenades and shells. Most Moscow firms seem to have gone 
there. 

Tank, gun and aeroplane production has moved to the 
Urals. Magnitogorsk provides the iron ore and Degtyarki 
the copper. The neighbouring Sverdlovsk foundries have 
been able to supply the evacuated works with machine 
parts at record speed, The Ural transport facilities are com- 
paratively good ; the Semipalatinsk-Kazan-Moscow railway 
runs through Sverdlovsk ; and from Magnitogorsk there is 
an easy access to the alternative Tashkent-Moscow line, 
The main difficulty is the coal supply: the Ural coal is of a 
poor quality and the Kuznetsk coal is more than 1,000 
miles away. According to the Third Five-Year-Plan, in 1942 
Magnitogorsk had to draw 50 per cent of its coal from the 
nearer situated Karaganda coal-fields; and this aim, it 
seems, has not yet been attained. There are reports of 
newly discovered high-quality coalfields in the Urals and 
of new technological processes by which the poor coal of 
the local mines is being coked. Nevertheless, the Urals have 
still to be supplied from Kuznietsk and Karaganda, as well 
as from local mines, and even from the Ukraine. The pro- 
ductive capacity of the Magnitogorsk centre has enormously 
increased by the absorption of the Dniepropetrovsk 
factories. 

Whereas armament production has been concentrated 
in the Urals, machine-tool factories seem to have been trans- 
ferred to the Kuznetsk basin. This must have been due 
to military considerations, since on economic grounds the 
best location would have been the other way round. 
Kuznetsk is a coal basin and for iron ore it used to rely 
on Magnitogorsk. It is, however, stated that abundant 
iron-ore supplies from new mines in adjacent southern 
Siberia have been secured, and that 75 per cent of the 
Kuzbass demand for iron is already being met from those 
sources. Whether this is so or not, it is obviously strategi- 
cally right that actual arms manufacture should be concen- 
trated in the Urals, nearer to the front line, rather than in 
the 2,000 miles distant Kuzbass. 

There is very little indication about the Siberia and Fat 
Eastern area. Its main asset is that its manpower has been 
less affected by mobilisation ; in the Far Eastern territories, 
there has been no general call-up so far. But the labour 
available there is primitive and unskilled. 

On the whole, it seems that the winter has given the 
Soviets the opportunity, not only to score successes 
on the battle fields but also to achieve a less spectacular, 
but not less great, feat of economic organisation. The 
bulk of the industries evacuated have had ume to settle 
down and to resume production, 

Muddle and confusion have, naturally enough, not been 
lacking. Correspondents from the spot complain of bad 
housing conditions and irreguiar food supplies. Factory 
managers report of difficulties in their attempts to fe- 
establish disrupted relations with other productive units. 


Other complaints refer to the competition for labour and 


raw materials between evacuated and local factories. The 
Government has exhorted the managers of the native indus- 
tries to abandon their “ selfish attitude” and not to exploit 
their better knowledge of" local conditions and their busi- 
ness contacts to the detriment of evacuated plants. But the 
scale and tempo of reorganisation have been remarkable. A 
very considerable part of the endangered Soviet capacity 
has been saved and put to effective work by incredible 
feats of improvisation, hard labour and self-sacrifice. 
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THE BUSINESS WORLD 


Aircraft Metals | 


HE efficiency of many of the modern engines of war 

depends in no small measure on the ratio between 
tractive power and total weight. This ratio is of special 
importance in the case of aircraft, where it vitally affects 
size, load and speed. But it is also becoming increasingly 
important in the manufacture of tanks and in other 
mechanisms. As a result, technical development in the 
manufacture of light alloys has been speeded up in an effort 
to reduce weight without loss of strength. It is scarcely 
surprising, therefore, that the demand for aluminium and 
magnesium, which combine low weight with strength, has 
shown a striking expansion in recent years. The saving of 
weight is illustrated by the fact that a certain casting of a 
high-grade magnesium alloy weighing 6 lb. would weigh 
sme 10 lb. in aluminium, 26 Ib. in steel and 28 Ib. in brass. 
Apart from its low weight, the brightness of polished 
aluminium renders it suitable in the production of search- 
light reflectors. Magnesium also has other uses; its high 
combustibility in powder form makes it useful in the pro- 
duction of incendiary bombs, tracer ammunition, star 
shells, flares and signal lights. The production of the two 
metals has already been expanded enormously, and present 
plans envisage yet further substantial extensions. In view 
of their crucial importance as raw materials in war, the 
supplies available to the United Nations and to the Axis 
Powers must have a considerable influence on the quality 
and quantity of the equipment at their disposal and, there- 
fore, on the course of the war. 

Both aluminium and magnesium have a comparatively 
short history as industrial metals. Some fifty-five years ago 
the introduction of the Hall-Héroult process for the manu- 
facture of aluminium reduced its price to a commercial 
level. Magnesium was first produced in 1857, but its high 
price prevented any substantial industrial use until about 
twenty years ago. But during the past decade the produc- 
tion of both metals has been rapidly increased. The raw 
materials for both are in plentiful supply, for aluminium is 
the second and magnesium the sixth most abundant element 
in the world. Considerations of cost make bauxite almost 
the only source that is commercially worth working, but 
lack of bauxite has driven Japan and Scandinavia to use 
certain types of clay. Both Germany and the United Nations 
have access to abundant supplies of bauxite. While the 
former can draw on the rich deposits in the south of France, 
and on those of Hungary, Jugoslavia and Greece, the 
latter have plentiful supplies at their disposal in 
British and Dutch Guiana and in the United States. 
As is shown in an article on page 357, Brazil’s 
bauxite deposits are also to be exploited more actively. 
Again, neither party is short of the raw materials 
needed in the manufacture of magnesium, which 
include salt brines of various types, magnesite, dolo- 
mite, and even sea water. The real limiting factors in 
the case of both metals are not so much raw materials as 
manufacturing capacity—which requires very heavy capital 
costs and abundant power—and transport for moving the 
bulky raw material to the plant. 

The expansion, since 1929, in the production of 
aluminium and magnesium in Allied and Axis-controlled 
countries is shown in the accompanying table. 

The world output of aluminium was more than doubled 
between 1929 and 1939, due largely to the rapid expansion 
in Germany, which ousted the United States from the 
leading position in 1938. The process of plant extension in 
Germany appears to have been slowed down after the 
Nazis acquired control of the rest of the production of 
Continental Europe. However, in spite of desperate efforts 
by the Nazis, the French output has failed to rise since 
1940. In Italy, too, the rate of expansion slowed down after 
the country’s entry into the war. Transport difficulties have 
reduced the supp'y of bauxite to Switzerland and Scan- 
dinavia, and in Norway the industry has been compelled to 


use low-grade domestic clay—Labradorite—which contains 
an average of only 15 per cent of aluminium oxide, against 
55 per cent in the normal grade of bauxite. Japan, no 
doubt for the same reasons as led Germany to expand her 
output before the war, set up an aluminium industry in 
1934 and was able to produce some 35,000 metric tons in 
1940 and 1941. The Malay Archipelago is an important 
source of bauxite supplies to Japan. In spite of all their 
difficulties Axis supplies are large and, until 1940, exceeded 
the output of the Allies. 

In 1941, the Allied Powers gained the lead in produc- 
tion, though until recently a large proportion of the output 
of the United States was used in the manufacture of 
civilian supplies, such as motor cars. Great Britain has 
never been among the leading producers and, although 
output has been doubled during the past five years, it did 


WorLD PRODUCTION OF ALUMINIUM AND MAGNESIUM 
(In 000 metric tons) 



































i a eo 
| 1929 | 1937 1938 | 1939 | 1940 | 1941 
Aluminium : | 
1) Axis Group (a) } | | 
France ; cecna es: 34-5 45-3 50:0 | 50-0 50-0 
Germany, incl. Austria | 36-0 131-6 165 6 200-0 | 240-0 | 290-0 
PIURGEEY cw ccccccices | nha 1-0 1°5 1-5 2°83 | 3-0 
DE Feenudcentaces } 70 | 22-9 25-8 34:2 | 40:0 | 42-0 
pe ee ere -- | 100 17-0 23:0 | 35:0 | 35-0 
Ns cc cicaucees 29-1 25-0 29-0 31-0 | 15:0 | 12°5 
I eh i ihee kale 1-0 si 0°38 08 | O58 | 08 
Nan apide enn nl 1°8 2-4 2-7 1-4 1-4 
Switzerland ...... 20-7 25-0 27-0 28 -0 28 -0 25 -0 
Jugoslavia ........ wie 0:2 1-2 2-4 28 | 2 
Azle Teta o2.<. .. | 122°8 250-0 | 315-6 373-6 415-5 | 462-5 
(2) Anti-Axis Group (0) | 
Camas << cce. cacao 41-7 66 -0 75-0 | 110-0 150 -0 
Eo kewhen as i a 37-7 43-8 45-0 | 55-0 40-0 
CR hia ch een enees 13-9 19-3 23-3 25-0 35-0 40-0 
Vay wo ceece | OS 132 -8 130-1 148 -4 187-1 300 -0 
—s ——a —— —— ee 
Anti-Axis Total .... 159-3 | 231-5 263 -2 293-4 | 387-1 530-0 
World Total .......... | 282-1 | 481-5 | 578-8 | 667-0 | 802-6 | 992-5 
Magnesium : 
(1) Axis-Group (a) | | 
France 7 an |} 1-50 1:80 | 2-50 | 2-00 2-00 
Germany, incl. Austria 12 -08 14-10 16 -50 19-00 | 23-00 
7 ae ae (c) 0-07 0-10 0-30 | 0:50 | 0-50 
ae cae ae |} 1-20 1-50 2 -00 4-00 | 4-50 
Switzerland .. \J 0-23 0-30 0-70 | 0-70 | 0-70 
MI at iy 000 40% 15-08 17 -80 22-00 | 26:20 | 30-70 
| | 
(2) Anti-Axis Group (0) 
EE conasankeaees Wt 0-70 1-00 1-00 | 1-50 | 1-00 
Ws axa cewariccegeae I f (c) 2-00 3:00 | 5-00 | 6:50 | 7-50 
U.S.A, oa 2-06 2 -92 3-04 5-68 | 18-00 
Anti-Axis Total .. ~-| © 4-76 6 -92 9-04 | 13-68 26 -50 
World Total ..... (ec) | 19-84 | 24 -72 31 -04 39 88 57 -20 
| | | 
(a) Axis Group covers countries whose output is at present directly or indirectly 
controlled by the Axis countries. (6) Anti-Axis Group covers British Empire, 


United States and Russia. Russia has recently lost the greater part of its capacity, 
but owing to the destruction of plant, this part is not available to the Axis 
(c) Figures for 1929 are not available. 

Sources ; Where possible, official figures; 1939 and 1940 United States Bureau 
of Mines estimates; 1941 estimates prepared from available material. 








not exceed Japan’s in 1940 but probably showed a further 
increase in 1941. Since supplies of bauxite are bulky and 
have to be imported, it has hitherto been considered more 
economical to draw a large proportion of the needs of the 
British market from the other side of the Atlantic, where 
both the United States and Canada are large producers. 
Canada has undertaken to deliver large quantities both to 
the United States and to the British Aluminium Control. 
Canadian output rose from the then record of 41,700 metric 
tons in 1937 to 75,000 tons in 1939 and I10,000 tons in 
1940. Last year production probably reached 150,000 tons, 
and a further 50 per cent expansion is expected to take 
place in the current year with financial assistance from the 








362 


United States. That country has introduced a colossal pro- 
gramme of expansion, and the 300,000 tons estimated to 
. have been produced in 1941 are to be exceeded very appre- 
ciably this year. Until the end of 1940 the Aluminum 
Company of America, with its five large production plants, 
was the only American producer. Its expansion programme 
introduced in 1940 was originally scheduled to cost $150 
millions, but was later increased by one-third. Since the 
beginning of 1941 the Reynolds Metal Company, with the 
financial assistance of the Government, has begun operations 
in a reduction plant at Lister (Alabama). Together with 
the output of the Aluminum Company, this has raised the 
annual rate of output to 350,000 tons and will increase it to 
about 425,000 tons this year. Last July, moreover, the Office 
of Production Management adopted a plan for the con- 
struction of seven Government aluminium works with an 
annual capacity of some 300,000 tons, to be completed this 
year ; this will raise the productive capacity of the United 
States to an annual rate of 725,000 tons—well in excess of 
the combined output of the Axis—before the end of 1942. 
Russia, which began producing aluminium in 1931, has un- 
fortunately lost—at least temporarily—the greater part of 
its capacity, especially the Dnieper plant, which was respon- 
sible for half the total output in 1940. But the destruction 
of most of the plant has prevented the Germans from 
adding to their own resources. 

Owing to the development of a large magnesium industry 
in Germany before the war, the balance of production in 
1939 was even more in her favour than was the case in 
aluminium. Indeed, last year the output of the Axis still 
exceeded the combined production of the United Nations. 
According to the United States Bureau of Metal Statistics, 
world production of magnesium doubled between 1937 and 
1940, chiefly because of the rapid expansion of output in 
Germany. That country produces magnesium in three plants 
from potash brines, dolomite and magnesite ; its supplies 
were increased by the addition of France’s output, but 
Switzerland and Italy, the only other producers on the 
Continent, can furnish only comparatively small quantities. 
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Japan’s output, though substantial, was only about one-fifth 
of Germany’s in 1941. 

The United Nations have facilities for the production gf 
magnesium in Great Britain, in the United States ang in 
Russia. Until 1940, Great Britain was the leading producer 
Since then, according to official American reports, ithporte 
magnesite has been replaced in Great Britain by domestic 
dolomite and sea water as the chief raw materials, As jp 
aluminium, the United States has initiated a vast production 
programme, In 1940 it was the world’s third largest Pro- 
ducer, and the Dow Chemical Company, with its works a 
Midland (Michigan) and using local salt brines as ray 
material, was then the sole concern interested in the manu. 
facture of magnesium. In January, 1941, a second plant of 
that company at Frecport (Texas), using sea water as its raw 
material, began production, Last autumn the Todd. 
California Shipbuilding Corporation started production g 
Permanente (California), also from sea water, and has 
planned to raise output to an annual rate of 12,000 tons by 
next spring. If the various programmes are carried out op 
time, the United States will produce almost as much magne. 
sium next spring as the whole world produced in 1940. But 
these programmes have now been overshadowed by new 
plans designed to raise production, with Government 
assistance, to the enormous annual rate of 200,000 tons by 
the end of 1942. ; 

In sum, the Axis Powers lost their superiority in 
aluminium in 1941, and they will lose their superiority in 
magnesium in the current year, in spite of a long start. A 
decisive balance of advantage in these two vital metals will 
go a long way in assisting the United Nations to gain 
superiority in the quality and quantity of their tools of 
war. The enormous growth in the production of aluminium 
and magnesium will leave the post-war world with a 
capacity out of all relation to former peace-time demands. 
But technical progress and drastic price reductions will 
ensure for the two metals a larger market than before the 
war and may have far-reaching consequences upon the con- 
sumption of other metals. 


A Central Bank for Eire 


HE Central Bank Bill, introduced in the Dail last week 

by the Eireann Minister for Finance, implements the 
basic recommendations of the Banking Commission of 1938 
regarding the responsibility for the issue of currency and 
control of credit in Eire. It provides for the dissolution of 
the Currency Commission and the establishment of a Central 
Bank, which will take over the functions of the Commission 
and supplement them by most of the duties appertaining to 
a fully-fledged central bank. The Bill departs from the 
majority recommendations of the Banking Commission in 
providing for complete Government control of the Central 
Bank. The Bill also envisages some provision for tackling 
the long-standing problem created by the ytilisation of a 
substantial proportion of Eire’s banking resources outside 
the country, namely in Ulster and the London market. 


The new Central Bank is to be an institution wholly 
owned and controlled by the Government. Its capital, fixed 
at £40,000, is to be subscribed by the Government and held 
in the name of the Minister for Finance. The paid-up capital 


of the Currency Commission is to be returned to the exist- 


ing shareholding banks. The board of the new bank is to 
consist of a governor and not more than eight directors, of 
whom two, at the most, may be civil servants. The governor 
is to be appointed by the President on the advice of the 
Government. All other directors are to be appointed by the 
Minister for Finance, three of them from a panel prepared 
by the associated banks. The banking directors will thus be 
in a minority on the board. These provisions regarding the 


control and ownership of the Central Bank run counter to 


the recommendations of the Banking Commission; but 
when the trend is as strongly in the direction of open and 
direct state control of currency and credit as it is to-day, it 
would have been surprising if the Central Bank Bill had 
given expression to the classical and orthodox principles 
of central banking “ independence.” 


The existing functions, organisation and staff of the 
Currency Commission are to be transferred in toto to the 
new Central Bank, and it is perhaps permissible to speculate 
that Mr Joseph Brennan, chairman of the Currency Com- 
mission since its foundation, will be the first governor of 
the Central Bank. The new institution will become respon- 
sible for the issue of legal tender notes which, over a period 


of years, are to become the sole paper currency in Eire. 
The Consolidated Bank Note issue, which, even now, makes 
up only about a quarter of the total currency in issue, is to 
be gradually abolished. As bank notes are withdrawn, they 
will be replaced by equivalent amounts of legal tender notes, 
and the whole issue is due to be extinguished within twelve 
years. While such notes remain outstanding, each of the 
issuing banks will pay the Central Bank a charge of 2}. per 
cent per annum on the notes actually outstanding in its 
name (at present the charge is paid in part to the Currency 
Commission and in part to the Revenue Commissioners, the 
latter being calculated on the authorised maximum issue). 
The new bank is also to have charge of the issue of token 
coins, and will thus have under its responsibility the whole 
mechanism of currency issue in Eire. The Bill proposes no 
alteration in the existing provisions for the backing of legal 
tender notes, and it is, therefore, to be presumed that at 
least for the time being the currency in Eire will continue 
to be backed in the main by sterling bills and securities, 
apart from the comparatively small amount of gold which 
the Currency Commission obtained before the war. 

In addition to the currency issuing functions the new 
Central Bank is to be given the following powers :— 


(1) To receive non-interest bearing deposits from commercial 
banks and to provide for the settlement of clearing balances be- 
tween them. 

(2) To rediscount bills of exchange and make advances to 
banks against bills and Government securities. 

(3) To fix and publish discount and loan rates. 

(4) To buy and sell Government securities in the open market. 


The Bill also provides for the licensing of all banks and 
bankers in Eire and for deposits to be made with the High 
Court by all banks. These deposits are fixed at £10,000 until 
1945 and thereafter £20,000. The Central Bank will, in 
addition, be given the power to investigate the position of 
hire-purchase finance companies and to obtain from them 
such information as may be thought desirable. 

It will thus be seen that the new institution is to be 
equipped with much of the customary armoury of a central 
bank. There are, however, certain interesting gaps in the 
familiar list of orthodox central banking functions. The 
Central Bank will apparently not keep the Government 
account, nor will the deposits maintained with it by the 
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commercial banks be compulsory reserves calculated 
4s a proportion of their own deposit liabilities 


(part from an interesting but as yet undefined pro- 
yision to be mentioned later). It is evident moreover, 
that the facilities offered by the Bank for rediscounting 
and the scope available for its open market operations will 
both be limited in the extreme. Given the present structure 
of Irish banking assets and the whole economic position of 
the country, it is in London and not in Dublin that the 
mechanism of credit expansion and contraction must be 
centred for some time to come. The new Central Bank is 
likely to be little more than the existing Currency Commis- 
sion under a new name; it would be more accurately 
described by the old-fashioned title of Bank of Issue. 

This moderation is no more than a reflection of the 
actual circumstances of Irish banking. Eire does not possess 
an entirely autonomous banking or currency system—not 
because of any political decisions but simply because of the 
facts of the case. The currency of Eire is based on sterling, 
and it would be foolish to base it on anything else. So long 
as the commercial banks can, as at present, obtain Irish 
currency in exchange for sterling, it is difficult to see how 
the necessity for rediscounting with the Central Bank could 
ever arise. “ Bank cash ” in- the Irish system is, or is obtain- 
able for, sterling, and it is therefore in sterling that the 
reserves are kept. This is recognised by the Government, 
for the official explanatory memorandum attached to the 
Bill states that if no provision is made for the Irish banks 
to maintain minimum reserve balances with the new bank, 
it is because such a move might make for contraction of 
credit, whereas, in fact, the “ commercial banks in Ireland 
are not prone to err in the direction of unduly expanding 
credit.” 

There is no suggestion in the Bill that any change is con- 
templated in the present basis of the Irish currency. There 
is, however, another peculiarity in the Irish situation. Nearly 
all of the commercial banks in Eire have offices and transact 
business also in Northern Ireland, and one of them, the 
National Bank, has an extensive business in Great Britain. 
This, of course, is not unique in banking experience. But 
what is unusual is the lack of balance between assets and 
liabilities inside and outside Eire. In“the fourth quarter of 
1941, the eight commercial banks had liabilities of £161 
millions but assets of only £77 millions in Eire ; in the 
United Kingdom, they had liabilities of £75 millions and 


Warships Weeks 

The position in the money market continues difficult. 
The margin of surplus credit has throughout the week been 
narrow, though always sufficient to make it unnecessary for 
the discount market to have to seek accommodation from 
special quarters. The banks have been buyers of bills on 
a small scale, but in view of the coming calls on them in 
connection with Warships Weeks, they prefer the excep- 
tional liquidity of short loans to that of bills. The market, 
which obtained the comparatively high allotment of 38 per 
cent at last week’s tender for Treasury bills, has thus been 
constrained further to increase its holdings of bills. The 
banks have been helped by a small repayment’ of Treasury 
deposits this week, the £25,000,000 call for new TDR’s 
comparing with nominal maturities of £45,000,000 and with 
actual maturities of £30,000,000, the balance having been 
encashed prior to maturity. The Bank return reflects the 
flow of funds to Government accounts, public deposits 
having risen by £8,808,000 to £20,988,000 over the month. 

ers’ deposits have had to take the strain of this move- 
ment and of a further £2,097,000 expansion in the cir¢ula- 
tion. They have thus fallen by £11,222,000 to the compara- 
tively low level of £117,626,000. The latest increase in the 


circulation carries the total of notes to’ £753,574,000, a new 
high record. 


Clearing Banks’ February Statements 


. Abnormally wide movements are revealed by the clear- 
ing banks’ February statements. The volume of bank credit 
underwent a considerable contraction during the month, 
and the whole of its impact, on the assets side, fell on 
quid assets February is a heavy revenue month, during 
Which the Treasury is normally able to repay floating 
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assets of £158 millions. This, again, is not due to wickedness 
or past history; it simply reflects the inadequacy of the 
means of utilising funds in Eire and the superior attractions 
of Ulster industry and the London Stock Exchange and 
money market. The Eireann Government, however, is not 
satisfied with this state of affairs. The memorandum 


states that it is “desirable that the banks should 
increase their investments within the state, having 
regard to the relatively large holdings of external 
as compared with internal assets,’ and the memo- 


randum goes on to urge the banks to assist in the 
repatriation of external assets when times are more favour- 
able for such a movement. The Bill makes provision for 
action on the part of the Central Bank designed to achieve 
this objective. Whenever the assets of a commercial bank 
held within Eire after a date yet to be specified fall below 
a certain proportion of its liabilities in Eire, the Central 
Bank, with the consent of the Minister for Finance, may 
require the bank in question to make with the Central Bank 
an interest-free deposit of a specified amount or to be calcu- 
lated in a specified manner. The relevant clause of the Bill 


‘has been left purposely vague, and it is in this vagueness 


that its dangers are to be found. If the Central Bank, acting 
under the political pressure to which it will be prone, were 
at any time to implement its wide powers under this section 
with rigour, it would be able to cause the Irish banks con- 
siderable inconvenience and loss. Under these circumstances 
it may be that the banks will consider the advantages of a 
separation of their business in Eire and the United Kingdom 
—a move for which an interesting and perhaps anticipatory 
precedent was recently set by Guinness, Mahon and 
Company. 

Except for a certain looseness in the drafting of some 
of the residual clauses, this section is the only part of 
the Bill to which reasonable exception can be taken—and 
even then the danger is contingent rather than actual. The 
outsider may observe that there is very little apparent reason 
why Eire should want to have a Central Bank, since the 
present arrangements work smoothly. But the dignity of the 
state apparently requires it—Irish comment makes signifi- 
cant reference to the fact that the new institution will be 
eligible for membership of the Bank for International Settle- 
ments—and the institution envisaged by the present Bill will 
certainly do no harm to the soundness of the currency and 
banking system of Eire. 


Finance and Banking 


debt out of the current surplus. This year, however, 
revenue even at its seasonal peak has at no time equalled 
the huge expenditure of the Government, and the customary 
seasonal explanation of the contraction in bank credit does 
not, therefore, hold good. The impact of heavy revenue 
payments has, however, been reinforced by large subscrip- 
tions to Government issues. Warships Weeks have begun to 
make their effect felt, and, as was shown by the February 
debt return, the flow of funds into tax reserve certificates 
continues unabated, and provides a substantial drain on 
bank deposits. The clearing banks’ deposits fell by 
£137,170,000 last month, and though this*was explained 
to the extent of £13,403,000 by a reduction of the amount 
of cheques in course of collection and items in transit, the 
net movement represents the largest monthly contraction 
in bank deposits since the clearing banks began. the publi- 
cation of their monthly returns. The shock of these heavy 
withdrawals was taken by encashing Treasury deposit re- 
ceipts, which are £93,000,000 down on the month, and by 
letting bills run off. The latter movement amounts to 
£45,574,000 and reduces the composite bill holding to 
£111,467,000, which is also a low record in the history of 
the clearing bank returns. The banks’ smaller purchases of 
bills were to a large extent countered by substantial sales 
of bills by the market to the agent of the Bank of England. 
But, in addition, the market itself was compelled to hold 
larger amounts, and this is reflected in an increase of 
£4,448,000 in the clearing banks’ short loans. The cash 
basis was further reduced by £12,381,000 last month, and 
though the ratio of cash to deposits improved from 10.25 
to 10.30 per cent, it still indicated a decidedly taut position 
at the latter figure. 

The contraction of liquid assets was accentuated by 
the banks’ continued purchases of gilt-edged and by the 
rising trend of advances. Investments were £8,875,000 
higher after a roughly equal increase in January. These are 
the first fruits of the Warships Weeks campaign, of which 
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the climax will be reached this month. The March clearing 
bank returns are not expected to reflect more than a fraction 
of the effect of London Warships Week, since the banks 
will be making up before the week has run its full course. 
A further increase of £13,874,000 in advances last month 


COMBINED STATEMENT OF LONDON CLEARING BANKS 
(In £ millions) 





























| rep. | oct. | Nov. | Dec. an. Feb. 
| 1941 | 194i | 194i | 19s | Y9e2 | 1942 
Capital and reserves ....) 140°2| 140-2 | 140 -2 140-3 140-3 140-3 
Acceptances, etc......... 101-1 | 104-2 | 108-6 111-1 106 -9 101-5 
Notes in circulation ..... | 14] 155 } 25 15] 1:5 1:5 
Current, deposit and other} } 
Ba e<esegaeeene | 2,708 -8 | 3,175-5 | 3,208-2 |3,329 -1 | 3,221-8 | 3,084-6 
Total liabilities ..... 2,951°5 | 3,421 °4 3,458 -5 | 3,582 -0 | 3,470°5 3,327 -9 
il ec sicmesnsunnbed | 283-6 | 328-2] 331-7| 365-9] 330-2] 317°8 
Cheques, balances, and | 
items in transit ....... 117-3 114-8 119-3 162 -0 133-7 120-3 
Money at call .......... 127-9 131-9 126 -5 141-3 117-6 122-0 
PED nococccccosees 209 -9 269-9 245°7 171-1 157-0 111-5 
Treasury deposit receipts.) 329-5 595-5 | 651-0 758 -0 738-5 645-5 
investments ........... 814 4 | 985-9 | 998-7 | 998-6 |1,007-7 |1,016-6 
Loans and Advances ....} 899-6 823-2 809 -3 806 -7 811-8 | 825-6 
investments in affiliated 
DED cbawavedupenves 23-8 23-8 | 23-8| 23-8 23:8 23-8 
Cover for acceptances, | 
premises, etc. ........ 145-5 | 148-2 152-5 154-6 | 150-2 | 144°8 
Ey ae aS 
Total assets ...... 2,951-5 | 3,421 -4 | 3,458 -5 | 3,582-0 | 3,470-5 | 3,327-9 





continues the recovery in this item which began in January. 
This is normally a time when temporary accommodation for 
tax payments is being extended by the banks, and it is yet 
too early to suggest that the rise in this item over the past 
two months indicates a reversal in the long-term downward 
trend which has been maintained since the early months 
of the war. 


Exit the NEI Guilder 


Japan’s continued advance in the Pacific areas was 
signalised in the foreign market this week by the disappear- 
ance of quotations for the Netherlands East Indies guilder. 
Following the Japanese occupation of Java, all sterling and 
dollar assets of the NEI Government and private individuals 
have been taken over by the Netherlands authorities in 
London and New,.York. This action is of an obviously 
precautionary nature and intended to prevent these funds 
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being used in a way contrary to the national interest, The 
loss of the East Indies means that the Netherlands Govern- 
ment is now deprived of its most prolific source of revenye 
Fortunately, the bulk of the merchant fleet remains, and 
this, together with the colonies in the West Indies and 
Netherlands Guiana and the substantial sterling and dollar 
reserves accumulated in recent times, should preserve the 
financial independence of the Government. 


* * x 


Silver Rupee Price Soaring 


The price of silver in India, now divorced from the 
restraining influence of official sales, has soared to new 
neights this week. The quotation of Rs. 89 per 100 fine tolas 
reached on Wednesday is equal to a flat sterling parity of 
39.59d. per standard ounce. The shipping parity cannot be 
calculated at the moment, but allowing for the import duty 
alone, the effective London-Bombay parity would be 
364d. on the basis of the above quotation. The course of 
the silver price in India has confirmed the wisdom of the 
Indian Government in suspending its sales of the metal as 
soon as it became evident that a major speculative and 
hoarding demand for the metal had got under way. With 
the main Empire sources of production threatened it behoves 
the authorities to conserve available stocks for essential 
requirements. It may even be questioned whether the time 
has not arrived for the Government of India to suspend its 
sales of silver in the London market at the price of 234d, 
or at least to subject those sales to the closest selective 
control. The rise in the rupee silver price creates a number 
of interesting possibilities. If it proceeds to the point at 
which a quotation of Rs. 109 per 100 tolas is reached, the 
bullion value of the rupee coinage of 11/12ths fineness will 
rise over the present parity of 18d. One may assume that 
the bulk of the Indian coinage is still of this fineness, though 
a considerable start has been made at recoining at 500/1,000 
fineness. It is probable that in anticipation of a further rise 
in the price of silver a considerable amount of hoarding of 
full silver weight coins is now taking place, and the decision 
of the Government to stop sales of silver may also have been 
induced by the fact that its reserves of coin were being 
depleted by the replacement of currency going into hoards. 
The position is full of the most interesting possibilities, but 
it would be unwise to attach too much significance to the 
manifestations of a hoarding rush for silver in a completely 
closed and isolated market such as that now represented 
by India. »° 








THE CHARTERED BANK OF INDIA 
AUSTRALIA AND CHINA 


(Incorporated by Royal Charter 1853) 


CAPITAL - - £3,000,000 
RESERVE FUND- £3,000,000 


Head Office: 38 BISHOPSGATE, LONDON, E.C.2 


London (117/122 LEADENHALL STREET, E.C.3 
Branches | 28 CHARLES I STREET, HAYMARKET, S.W.! 


Manchester Branch: 52 MOSLEY STREET 


Over 40 Agencies and Branches throughout the Far East, &c. 


Drafts granted on Agencies and Branches, Bills of Exchange bought 
and received for collection. Letters of Credit and Travellers’ Cheques 
issued, and every description of banking business transacted. 

The Bank also undertakes Trusteeships and Executorships. 





COMMONWEALTH BANK OF AUSTRALIA 


(Guaranteed by the Branches and Agencies 
Australian Government) throughout Australia. 
Banking and Exchange Business of every description transacted. 
Bankers to the Government of the Commonwealth of Australia, the 
Government of the State of Queensland, the Government of the State 
of South Australia, the 'Government of the State of Tasmania. 
Commonwealth Savings Bank of Australia, 8,894 Agencies at 

Post Offices in Australia. 

As at 30th June, 1941:—Gencral Bank Balances 
Savings Bank Balances 150,553,865 

Note Issue Department 77 144,818 

Rural Credits Department ... 2,389,454 

Other items a iin ous 19,795,546 


£380,635,862 


£130 752,179 











A. H. LEWIS, Manager. 
London Office: 8 OLD JEWRY, E.C.2. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 





NATIONAL BANK OF 
LIMITED. 

Bankers to the Government in Kenya Colony and Uganda. 

Head Office: 26 BISHOPSGATE, LONDON, E.C.2 


BRANCHES: 


Aden and Delhi 
Aden Point Kandy 
Amritsar Karachi 
Bombay Lahore 
Calcutta Madras 
Cawnpore Mandalay Nakuru E.A. 
Chittagong Nuwara Entebbe 
Cochin (S. India) Eliya Jinja 
Colombo Rangoon Kampala } 


Dar-es-salaam Mwanza Tanga ... Tanganyika Territory. 
SUBSCRIBED CAPITAL £4,000,000 
PAID-UP CAPITAL £2,000.000 
RESERVE FUND £2,200,000 


The. Bank conducts every description of Eastern Banking business. 
Trusteeships and Executorships also undertaken. 


INDIA 


Tuticorin 
Zanzibar 
Kisumu ,} Kenya 
Mombasa | Colony 
Nairobi British 


Uganda 










THE 


BANK OF NOVA SCOTIA 


(Incorporated in Canada with Limited Liability) 
Established 1832. 


















General Office: Toronto, Canada. 
Paid Up Capital ... 
Reserve Fund 
Total Assets over 





$12,000,000 
$24,000 000 
$300,000,000 















Special facilities are available to the public through the Branches 
of this Bank for the transaction of business with Canada, Newfound 
land, Cuba, Puerto Rico, Dominican Republic, Jamaica, and the 
United States at Boston and New York. 

Address enquiries to 

















London Branch: 
108 OLD BROAD STREET, E.C.2. 
E. C. Macterop, Manager. 
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Investment 


Reinvestment Forces Decline 


The effect of the re-investment of the India monies is 
rapidly wearing off, and, as it does so, the steady trickle 
of provincial selling of the Funds is resumed. So far, this 
has not sufficed fully to satisfy the demand of the big 
houses, but it is not improbable that there will be a halt 
in the rise in fixed interest securities, if not a reversal of 
the movement, before it receives a fresh stimulus from the 
Canada payment in ten days’ time. Meanwhile, in other 
sections, ill news from the Pacific theatre has fully offset 
the upward drag of rising prices for the Funds, and indus- 
trial equities are, according to the index of The Financial 
News, little above lowest of the past six months. There 
are no doubt a number of special factors operating at the 
present time which tend to reduce prices of trustee securi- 
ties, Of these, heavy tax payments are probably of minor 
importance. There can be no doubt that many private 
incomes are still falling and, with income tax payments 
one year, and surtax liabilities two years, in arrear of the 
actual receipt of income, some selling appears only too 
probable, It is also the case that the present unexampled 
drive in the national savings campaign not only produces a 
very efféctive competition for new savings, but causes, to 
some extent, the sale of securities in order that the showing 
in the local Warships Week shall be as large as possible. 
In this connection, it is almost certainly the case that the 
rise in clearing banks’ investments during February repre- 
sents additions to holdings of “tap” issues and not pur- 
chases in the market. A further factor of some importance 
is the approach of the new budget. When all allowance is 
made for the effects of the receipt of taxes at the increased 
rates for a full year, for the natural resilience of the revenue 
in time of expanding production, and for other favourable 
factors, it will nevertheless be necessary to impose some 
new taxes as well as to stimulate saving. It may even be 
the case that there will be an increase in income tax, as 
well as a reduction in the surtax minimum. It appears 
probable, however, that the inevitable reduction in civilian 
outlays will be achieved either by the imposition of in- 
direct taxation, or more probably, and with greater justice, 
by direct limitation of supplies. Whereas a rise in income 
tax affects all securities in the same way, any or all of these 
alternative methods of reducing outlays would tend to affect 
most the concerns producing the commodities taxed or 
otherwise restricted. It is possible that the current weakness 
of equities as against the Funds reflects this argument. 
This would not, however, account for a fall in the shares 
of concerns working entirely for the war effort, and it is 
reasonable to suppose from the general character of the 
setback that the main cause is a growing conviction that 
the war is to last longer than was, optimistically, supposed 
up to the entry of Japan. 


* * * 


Halifax and Abbey Road 


Restricted operations, greatly increased liquidity, 
steady mortgage repayments and stability of funds charac- 
terise the 1941 results of our two largest building societies. 
Halifax, during the year to January 31st last, advanced a 
mere {1,497,955 On new mortgages, compared with 
420,340,000 in the last pre-war year. At the end of the 
year, shares and deposits were only £300,000 lower at 
£118,209,665—new subscriptions and accrued interest more 
or less equalled controlled withdrawals. Total mortgage 
funds, however, fell from £100,539,000 to £94,394,000 ; in 
Short, the average mortgagor fulfilled his obligations credit- 
ably, and repaid substantial sums in capital, notwithstanding 
the relief granted to many borrowers to meet difficult war- 
time circumstances. The inevitable consequence of this 
combination of a virtually closed mortgage department, 
stable investment funds, and steady loan repayments is a 
Striking increase in liquid funds and investments of more 
than £6 millions to £29,839,000. This is a formidable total. 
tis even more striking when expressed as a percentage of 
total assets—24 per cent, compared with about 17 per cent 
at January 31, 1939. Identical trends are shown by the 
Abbey Road accounts for 194I—£210,508 advanced com- 
Pared with £6,280,666 in 1939, and an improvement in the 
iquidity ratio from 6 per cent to over 1o per cent. Since 
1939, there has been some fall in deposits and shares through 
the natural process of repayment, from £48. millions to £45} 


millions. These results suggest that the societies are striving 
to maintain their total funds, and they are left with only one 
outlet for funds released by mortgage repayments—the gilt- 
edged market. Their policy is evidently to build up their 
resources towards the resumption of free lending after the 
war. There is much to be said for this—not least because 
the societies are now canalising a substantial flow of funds 
into gilt-edged which might, in private hands, be tempted 
towards the consumption goods market. But it is not an easy 
choice. Gilt-edged stocks yielding 24 per cent cannot re- 
place mortgages yielding 44 per cent without straining the 
societies’ revenue position. It is already tight, and the only 
apparent relief would seem to lie in a further reduction in 
investment rates. Even at the reduced levels of 24-24 per 
cent tax free, these are still well out of line with the general 
structure of interest rates. 


* * * 


Tax Free Preference Payments 


The reduction in the net income of many investors 
has occasioned them and their advisers to scrutinise more 
closely the exact rights attaching to their holdings. This 
is presumably the explanation of the increased interest 
shown of late in the method of calculating the net amount 
payable on preference shares and other securities which are 
“free of tax” up to a stated amount in the pound, The 
position is somewhat complicated, but the overriding con- 
siderations can be stated in fairly simple language. The 
rules governing the payment of income tax cannot be 
altered by arrangement between two parties. Consequently, 
the arrangement to pay preference dividends less tax at a 
given rate merely sets out a means of determining what 
the net payment actually shall be. It follows that there can 
be as many different answers to the question, what will be 
the net receipt on a dividend free of tax at 6s. in the 
pound when the standard rate is Ios. in the pound, as 
there are effectively different contracts. So long as they keep 
within the law and the income tax rules, the articles of 
association are the deciding factor. In practice, however, 
the mere statement that a dividend is free of tax up to 6s. 
in the pound is held to mean that the maximum gross 
(taxable) amount bears the same relation to 20s. as the 
amount of the dividend does to 14s. That is, 6 per cent 
on £1,000 equals £60 net, or £60 x 20 + 14 = £85 14s. 3d. 
gross. On this sum, tax has to be charged at Ios. in the 
pound and the net receipt is £42 17s. 2d. That is the 
usual arrangement, but there may be others. A case in 
point is that of the Austin Motor Company whose “B” 
preference stockholders have to bear tax in excess of 6s 
on a gross sum of 6 per cent. The relevant extract from 
the articles, kindly supplied by the company, reads as 
follows: “The ‘B’ preference shares shall confer 
the right to a cumulative preferential dividend at such rate 
that after deduction of tax thereon at the current rate 
the amount remaining shall be the sum of 6 per cent per 
annum—less the amount of any income tax for the time 
being payable in excess of 6s. in the pound computed on 
a gross sum of six pounds per cent per annum on such 
capital.” That is, at present, 6 per cent less (10s. minus 
6s.) or 4.8 per cent after tax against 4.286 per cent after 
tax under the more usual method. Evidently, this is a 
matter of considerable importance to holders of the “B” 
capital and of the equity, and serves to stress the need 


for a careful enquiry as to the exact rights attaching to 
shares. 








* * * 


Dealing in Australian Shares 


Although the matter is of more interest to the student 
than to the British holder of the securities concerned, there 
will be general satisfaction that the Commonwealth ban on 
general business is, apparently, to be withdrawn. Accord- 
ing to present indications, there is to be substituted for 
it.a system of movable maxima and minima, from which 
it is possible that this country might learn something. The 
suggested basis is that the dealers in securities should fix 
a fair price in view of current conditions and that business 
should be permitted within a range of prices from 1o per 
cent above this basic figure to 10 per cent below it. This 
very generous allowance will prevent ragged speculation 
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from driving quotations unduly far in either direction, but, 
of course, at the cost of making it sometimes impossible 
to deal in the shares in question if the speculation actually 
arises. Presumably, however, if the movement is unjustified 
by events, a swing back will occur and business will again 
become possible on the old basis. This is somewhat similar 
to arrangements adopted in Canada, particularly in com- 
modity markets, in times of severe strain. It seems well 
adapted to existing conditions in Australia, and should not 
greatly affect turnover. In the event of a real and permanent 
change in the underlying conditions which would affect 
the “real” value of a security, business would soon become 
impossible owing to the maximum or minimum being 
reached. And to guard against this, the dealers are charged 
with the duty of a periodic revision of the basic price. 
The arrangement has the weakness that it is not easy to 
say how the real value is to be distinguished from the 
market price. It is, however, perhaps a good deal easier 
in the Commonwealth than in this country, with its much 
more numerous list of securities, to reach a reasonable con- 
clusion, and, provided they are not unduly influenced by a 
very natural desire to maintain turnover, it is probable that 
dealers are less liable to be driven into the state of mind 
which dictates panic selling or over-optimistic buying, 
than is the ordinary member of the public. Much will 
depend upon how readily they change basic prices, but, 
for the immediate future, selling will mean a heavy sacrifice 
in almost every section, and business is not likely to be very 
active. 


*x * * 


Foreign Debt Announcements 


The foreign bondholder has received further heavy, 
if not unexpected, blows in the shape of default on the 
44 per cent Siamese Loan, 1907, and of the issue of a 
communiqué by the Greek Government formally stating 
that no further payment can be made on the external debt 
for the duration. It has, of course, been obvious that since 
Japan invaded Siam and Germany conquered Greece there 
could be no further payment on the foreign debt of these 
countries. No payment has in fact been made on Greek 
loans since April 1, 1941. The bonds and coupons of the 
43} per cent Siamese Loan, 1907, fell due on March Ist 
last—the first interest date since the country came under 
enemy occupation. As Siam is at war with this country, it 
must be presumed that the Government will also default on 
the 4 per cent Sterling Conversion Loan, 1936, interest on 
which is due on April 15th, and on the rest of its external 
debt. From the standpoint of the investor, a very different 
reception must be accorded to these two announcements. 
The Greek Government, since the conclusion of the agree- 
ment in January, 1940, by which Greece undertook to pay 
43 per cent of the interest due, has done much to raise her 
standing as a debtor. The agreement concluded a dispute 
which had lasted for some three years, and since then the 
Greek Government continued to transfer interest through- 
out the critical and gallant campaign against Italy. No 
debtor can meet its obligations when separated from all 
sources of income, and there can be no doubt that Greece 
will resume payment at the earliest opportunity. In the 
case of Siam, however, it is notorious that virtually no 
attempt was made to curtail Japanese infiltration prior to 
actual invasion, or to resist in a military sense. This default 
is salutary, if painful, for the investor in foreign bonds, 
who has hitherto attached to Siamese issues almost the 
status of investments in a Crown Colony—on the slenderest 





THE ALEXANDRIA WATER COMPANY, LIMITED 


ALEXANDRIA, EGYPT. 


NOTICE IS HEREBY GIVEN that the sixty-fourth ordinary 
general meeting of the shareholders will be held at the com- 
pany’s offices, 61 Avenue Fouad rer, Alexandria, on 9th April, 
1942, at half past four in the afternoon for the transaction of 
the ordinary business of the company, pursuant to Act of Parlia- 
ment and to ratify the proceedings of the ordinary general 
meeting held on the 4th April, 1941. 

Holders of share warrants to bearer desiring to attend or*to 
be represented at the meeting must deposit the'r share warrants 
in London before the 26th March, 1942, or in Alexandria before 
the 6th April, 1942, until after the meeting at the National 
Bank of Egvpt. 6 King William Street, London, E.C. 4, or at 
the National Bank of Egypt, Alexandria, or at some other 
approved bank in London or Alexandria. 

Dated, Alexandria, Egypt, the 2nd March, 1942. 


By order of the Board, 


KE Rises 
ROBERT WALTON ; Joint Managers. 
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of evidence. The war in the Far East will inevitably set 
fresh values on the standing of investments in that ar 
based on a more realist appreciation of the political issues 
at stake. The total of the 4} per cent Siamese Loan, 1907 
outstanding in London is £754,220. At the end of 1939, the 
total amounts of the Greek debt outstanding were: gold 
francs 750,696,000 ; £13,391,680 and $38,278,500, of which 
the first two sections were quoted, but not exclusively held 
in London. There are, in addition, Greek liabilities on the 
Repartitioned Debt of the former Ottoman Empire. 


Company Notes 


London Brick Results 


Full accounts of London Brick for 1941 show an 
increase in trading profits of £28,246 to £365,565, while 
total income is up from £354,325 to £386,210. In the 
previous year, however, profits were struck after the pro- 
vision of £60,250 to be written off motor vehicles, while 
no such provision was considered necessary in 1941, 
Depreciation receives £100,000, as before, so that the ayail- 
able surplus is up from £219,195 to £251,080 and the 
ordinary dividend—which is again 1o per cent—is covered 
by earnings of 15.1 against 11.7 per cent. The directors 
have placed £50,000 against nil to general reserve, raising 
the total of the fund to £450,000. Thus, the carry forward 
is only £1,080 higher, at £103,390. Three years’ results are 
analysed in the following table :— 


Years ended December 3]st 
1939 1940 194] 
f f £ 


Total profits, after tax and 


pecomstruction. .......0.0. 336,344 $54,325 386,210 
PIRTMIE s Siviuin ain. d's beac 100,000 100,000 100,000 
Se 3,229 3,130 3,130 
Preference Dividend ........ 32,000 32,000 32,000 
Ordinary stock :— 

NE od ie esa orn: 0k 201,115 219,195 251,080 

CN te he ahd Se kaa eA 200,000 200,000 200,000 

ge, Se re 10-1 11-7 15:1 

hee as oho kh 10 10 10 
General reserve...........0. 50,000 
COREY BOOWOEG: o.cesccsnccues 83,115 102,310 103,390 


The directors state that for the first nine months of the 
year trading conditions: were more satisfactory than in 
1940, but that the concern was hampered in the last quarter 
by a falling off in Government requirements and also by 
the ban on long distance transport of bricks. Thus, the 
balance sheet shows a rise in stocks from £181,888 to 
£236,201. The sharp contraction in debtors from £518,252 
to £351,534, accompanied by a rise in the total of cash and 
Government securities from £380,520 to £652,817, suggests 
that substantial payments have been received on Govern- 
ment account. There is a decline in investments—valued 
at less than market prices—from £469,831 to £347,615, 
while tax-free loans to the Treasury have been reduced by 
£50,000 to £150,000. On the liabilities side, creditors are 
slightly higher at £286,562 against £269,781, while the 
reserve for tax and contingencies is unchanged at £370,000. 
The directors state that the share capital of Clock House 
Brick and the assets of Aylesford Pottery have been 
acquired, a transaction which no doubt accounts for the 
item, shares in subsidiary company, of £74,000 against nil. 
Stockho!ders should expect some further slowing down in 
official demand for defence and factory construction this 
year. The £1 ordinary stock, at 48s. ex dividend, yields 
£4 3s. 4d. per cent. 


* * * 


Sudan Plantations 


The capital and income position of Sudan Plantations, 
and its subsidiary, Kassala Cotton, were significantly 
affected, in the year to June 3oth last, by the conclusion 
of an agreement for the transfer to the Sudan Government 
of buildings, electric light and water installation ten years 
prior to the expiry of the concession in 1950. The transfer 
is to be made for specific sums, £385,400 in the case of 
Sudan Plantations, and £64,652 in the case of Kassala 
Cotton, which are payable at the end of the period, the 
syndicate paying a fixed annual rent in the meanwhile. For 
Sudan Plantations, the amount due is some £104.000 below 
the gross valuation of the buildings, and, in consequence, 
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FREE TRADE—AND NO COMPROMISE 


The announcement in November last of the foundation and purpose of the Free Trade 
Legion has brought remarkable results. 


Letters have poured in to the Headquarters of the Legion from many parts of our own 
Country and of the free World. They show an anxiety that the work of the Legion should 
be accelerated. They indicate that the policy is ripe for development. A writer from 
Winnipeg—Mr. H. G. L. Strange, of the Searle Grain Company—says: “I will do everything 
I can in this country to forward the splendid objects of your Legion. I predict that the crusade 
upon which you are entering will sweep the Democratic countries of the World.” All the 
evidence confirms that view. 

Protectionists and planners of industry who would put our people in chains will stand 
no chance against the rising tide of revolt in the public mind that has now begun. 


Everywhere people are realising the truth of the declaration by that great American 
statesman, Mr. Sumner Welles, that tariffs caused the rise of Nazism and they know that an 
important contribution to the breaking of Nazism and the uprising of Liberal forces in enemy 
Countries would be a declaration of complete and uncompromising Free Trade by the great 
Democracies. 

Already the Democracies have travelled far along that road. ‘The recent declaration by 
the Governments of the United Kingdom and of the United States that any meeting of 
obligations between the two peoples shall be carried out in such a manner as not to burden 
commerce between the two Nations buttresses still further the admirable clauses of the Atlantic 
Charter. Moreover the Governments are to discuss measures which will reduce tariffs and other 
trade barriers. 

The Free Trade Legion and all right-thinking British people will support their 
Governments to the full in any measures of that kind. They are steps towards winning the 
War and winning the Peace. 

The Free Trade Legion goes further than the Governments have yet gone. It is 
supported by many people who ‘have always believed that the abandonment of Free Trade 
by our Country was the greatest economic blunder ever committed in our long and glorious 
history. They ask for a declaration now of our intention to return to Free Trade regardless 
of what other Nations may do. 

That is the essence of our campaign. 


It is unlikely that all countries will immediately agree to abandon their protectionist 
policies. Even in the United States there will be some who will fail to realise that the standard 
of life of all mankind can only be raised by abundance, natural prices and the free flow of 
goods and services. Consequently, there may be discussions and delays. But in the long run 
all proposals for anything less than complete Free Trade for our Country will have to be 
abandoned, for only by that step can we hope to survive as a great Nation and recover our 
former strength and prosperity. 


It is as we ‘Il also for us, at this moment when the destiny of our Country and Empire 
and indeed of all the English-speaking peoples is in the balance, that we should recognise 
that it is our mercantile marine, our Royal Navy, with their co-operating fighter aircraft, which 
alone stand between us and utter disaster. That mercantile marine can only be maintained 
under a policy of Free Trade. Indeed, it is true that the policy of Protection in all its phases 
was responsible for the serious reduction in the numbers of our mercantile vessels between the 
two wars and the reduction in the numbers of our sailors in merchant vessels and fishing fleets 
by over eighty thousand. 

Even agriculture must rank second to the mercantile marine, for, though we are 
convinced that agriculture can flourish under Free Trade, we are equally convinced that our 
lands and cattle will not for ever remain in British hands without the reserve defence services 
of men and ships provided by a powerful mercantile marine. 

We emphasise these points particularly for the younger people amongst us. In the past 
thirty years the young people have heard little of the policy and benefits of Free Trade. 
And, if further justification for our campaign were needed, we would emphasise the importance 
of making good the gap in the knowledge of the rising generation. In the coming years great 
decisions will have to be taken by people who are now in their early vouth. It is the duty, 
therefore, of the older people who know of the happy conditions which prevailed under 
Free Trade to pass down their “knowledge and experience. 


We invite old and young to join with us in a cheerful crusade for the revival of all the 
greatest elements in our national life so that the British people may proudly carry on the 
good work of their forefathers in their service to all mankind. 


Send for the Manifesto of the Free Trade Legion, 38, Bedford Street, Strand, W.C.2. 


President—Major Hon. L, H. Crrprs, C.B.E.; Honorary Secretary—Commander Grorrrey Bow .es, R.N 


The Free Trade Legion stands for Free Trade, retrenchment and reform, 
private enterprise, individual responsibility and sanctity of contract. 


We send greetings to all those who have written to us from South Africa, the United 
States and Canada, the Argentine and Brazil. All letters received have been answered. 
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the building reserve of £67,000 odd has disappeared, and 
the Gezira reserve is reduced by some £37,000 on this 
account. On the other hand, the operation makes it possible 
to free certain specific reserves, and to avoid future transfers 
to them. Past appropriations to the Gezira reserve,. and 
against depreciation of cotton stocks and of holdings of 
Government securities of £50,000 each are transferred to 
general reserve, which receives £80,000 out of current 
profits, from which nothing is taken for any specific pur- 
poses. These changes increase the general reserve to 
£1,749,850. They also mean that while total profits have 
risen only from £715,429 to £728,010, equity earnings are 
increased from £162,942 to £277,996. The 8 per cent divi- 
dend is covered by earnings of 14.4, against 6.9 per cent ; 
general reserve receives £80,000. and the carry fofward is 
£4 lower at £463,567. Profits of Kassala Cotton are up from 
' £130,179 to £147,644 representing 13.6, against 7.5 per cent, 
and the ordinary payment is also maintained at 8 per cent. 
Through transfers, similar to those set out above, the 
general reserve of Kassala Cotton stands at £15,000 against 
nil. The Sudan Plantations balance sheet shows substantial 
rises in debtors and creditors. Cotton stocks are up from 
£1,628,396 to £2,907,797. The fall in cash from £1,880,376 
to £1,012,865 is largely due to the investment of some 
£300,000 in British Government securities, and by the loan 
of £250,000 to the Treasury free of interest. The directors 
point out that future prospects are influenced by the re- 
sponse of the syndicate to a Government appeal to sow 
land which normally would lie fallow, despite the absence 
of fertilisers. The Gezira crop is expected to reach the 
previous year’s level, but some reduction is expected in the 
Zeidab crop, and marketing may be hindered by transport 
difficulties. The {£1 shares of Sudan Plantations, at 23s. ex 
dividend, yield £6 19s. 1d., less tax at Ios. 


* * * 


Motor Dividends 


Recent dividend announcements in the motors group 
indicate a general ability to maintain ordinary payments. 
Thus, Morris Motors are repeating the 10 per cent tax free 
interim in the year ending December 31st last. In the 
previous year, stockholders received a total of 17} per cent 
tax free, equivalent to 35 against 40 per cent less tax. Ford 
Motor is paying an interim dividend for 1941, the first time 
in the history of the company, amounting to 3 per cent. In 
the two previous years, stock and shareholders received 
single payments of 6 per cent. Negotiations between Leyland 
Motors and the Ministry of Supply are still incomplete, 
and the accounts for 1939-41 are to be presented shortly. As 
in that year, however, the directors are making an interim 
payment of 10 per cent, pending clarification of the com- 
pany’s position. The Vauxhall Motors ordinary stockholders 
again receive 15 per cent for the year. The following table 
indicates payments over the past three years and current 
yields : — 





DIVIDEND COMPARISONS 
j Ordinary Dividends March 11, 1942 
Company (Years ending ee a ee oe | | 
December 31 |} In- | 1 In- 
’ | Total | | Final | Final | 
| terim | 4, | terim | Price | Yieldt 
1939 1940 1940 | 1941 | 1941 | 
t ' > | | 
- — ; _ 
y~ | % | %, . | | | J d 
Ford Motor {1 ord. stock | | a 
and shares aoe at 6 | 3 | 25, 417 6 
*Leyland Motors {1 ord. | 
shares : ; 20 | 10 — a } 5/- 3 7 
Morris Motors 5s.ord.stock | 40 10t 73t| 107 | 30/9 5165 68 
Vauxhall Motors {1 ord. | | 
PD ciesnsiseipesees oO 2 15 | .. | 15 | §22 § 9 
{ | | | 
* Year ending September 30. t On last complete year. + Tax-free. 


§ £1 6% cum. pref. stock. 


Only one of the four companies which have recently 
declared dividends has yet issued accounts for 1941. 
Vauxhall Motors report a rise in profits, after taxation and 
depreciation, from £478,464 to £480,088. The decline in 
equity earnings from {£411,892 to £389,609, representing 
51.9 against 54.9 per cent, is due to the higher transfer to 
employees’ incentive fund at £62,932 against £37,472. After 
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paying the ordinary dividend, there is a rise in the Carry 
forward from £1,582,627 to £1,859,737. The balance sheet 
suggests a substantial increase in turnover last year, debtors 
rising from £1,453,751 to £2,615,783. There is a reduction 
in stock from £2,271,373 to £2,251,352. Additions to Capital 
equipment shown in the accounts are substantially lower 
so that there is a marked increase in the surplus of liquid 
assets from {2,538,574 to £3,200,856. Bank overdraft of 
£204,905 has been paid off, and £75,000 invested in 3 per 
cent Savings Bonds. The chairman, Mr Leslie Walton 
points out that, despite additional turnover, controlled 
contract prices severely restrict additional profits and that 
the company is not yet liable for EPT. It has, of course, g 
fortunate standard for this purpose. 


* ~ * 


Eagle Oil Taxation Problem 


The accounts of Canadian Eagle Oil for the calendar 
year 1940 show a drop in total income from £541,583 to 
£140,775. The fall is due to the failure of the operating 
subsidiary, Eagle Oil and Shipping, to declare a dividend 
during 1940, despite a rise in that company’s income from 
£1,130,067 to £1,341,571. The decision is explained by the 
refusal of the United Kingdom revenue authorities to 
permit a refund in view of the payment of double taxation 
—contrary to the practice of previous years—on the Io per 
cent ordinary dividend paid in 1939. The matter is to be 
raised in the English courts, but meanwhile the income from 
dividends of Canadian Eagle is down from £480,930 to 
£39,674. There is, however, a rise in oil trading income 
from £20,448 to £97,782. The company is meeting service 
on the fixed participating preference capital and paying 
6d. per share, as before, on ordinary shares of no par value 
in addition to paying the guaranteed dividends on first pre- 
ference, and Mexican Eagle first preferenee, capital. There 
is, im consequence, a severe draft on the carry forward, 
which is reduced from £436,140 to £73,510. The joint 
resources of the group are, however, unaffected, since the 
carry forward of Eagle Oil and Shipping is up from 
£118,471 to £488,346. In the circumstances, a true view of 
the resources of the Eagle companies can hardly be acquired 
in the absence of a consolidated statement. The Canadian 
Eagle balance sheet shows payments in advance for Vene- 
zuelan crude oil of £4,013,589 against £3,844,101. The 
Eagle Oil statement shows a rise in surplus liquid assets 
from £5,685,938 to £5,905,334. The directors state that 
exploration on a reduced scale was continued in Venezuela, 
Colombia, Cuba and Ecuador. The loss of oil in the Far 
East invests the resources of the Eagle group with vital 
significance and makes the efficient operation of the 
Mexican installations essential to the Allied cause. The 
yield on the Canadian Eagle ordinary shares of no par value 
at IIs., is £4 138. per cent. 


* * * 


Borax Consolidated Accounts 


Full accounts of Borax Consolidated’ for the year 
September 30th last show that gross income was nearly 
£100,000 higher, at £636,900 against £543,817. As was to 
be expected, there was a substantial rise in tax liability, 
inclusive of tax on dividends, which is up from £150,437 
to £215,000, and there is also a charge of £50,000 agains! 
nil for war damage insurance. There is no reduction in the 
allocation of £75,000 for depreciation, so that equity 
earnings are reduced from £69,386 to £49,171, providing 
additional cover of less than 0.1 per cent for the payment on 
deferred stock, which is maintained at 73 per cent. The 
carry forward is reduced by £4,579 to £260,091, after con- 
tributing £5,000 to a Spitfire Fund. The balance sheet 
shows a rise of nearly £50,000 to £87,546 in advances to 
subsidiary companies ; an increase in stocks from £437;735 
to £519,219 and a jump in cash from £261,037 to £393,299 
Creditors are up from £479,227 to £600,864. The accounts 
suggest that, despite transport difficulties, which have been 
the main trading obstacle both to delivery of products and 
to obtaining raw materials, sales have been well maintained 
The chairman, Mr D. Abel Smith, points out that new 
outlets for the company’s products have been found. The 
group is fortunate that the important American subsidiary, 
United States Potash, has not been sold outright, but has 
been pledged as collateral with the Reconstruction Finance 
Corporation, with the result that the receipts from this 
subsidiary will not be affected by the operation. The long- 
term outlook is described as encouraging. The {£1 deferred 
ordinary stock, at 28s. 9d. ex dividend, offers the sound 
yield of £5 4s. 4d. per cent. 
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Industry and Trade 


Unessential Production 


By its Limitation of Supplies (Miscellaneous) Orders, 
the Government has been able to achieve a substantial 
measure of reduction in the output of household and other 
goods for the civilian consumer. The Orders fix six-monthly 
quotas for certain categories of goods which may be supplied 
to retailers; the quotas are determined by reference to 
standard periods, which are the six months ended on 
November 30, 1939, and on May 31, 1940, and they are 
based on the value of supplies to retailers in the standard 
periods. The following table shows, in summarised form, the 
quotas in force during the period ended May, 1942:— 


Current 
Quota 
Category of Goods % 
Lace, lace-net, embroidery ............ reer rere 25 
Mattresses, bolsters, pillows and similar household 
aE ee ere Tees eo see eeees 50 
Cork carpets, linoleum and other floor coverings ... 25 
Pottery and glassware..........cccccescccseceees 20 
Metal furniture, fittings, cutlery, domestic hollow-ware 25 
Trunks, bags and similar articles ............ ; 25 
Furniture made of willow, cane or wicker......... 55 L 
Cameras ANC ACCESSOTICS. ... 2... ccccerccceees 25 
Musical instruments, sports appliances, toys........ 25 
Fancy household and personal goods, toilet requisites 2c 
Goldsmiths’ and silversmiths’ wareS ......ccceceees 25 
Vatuum cleaners, refrigerators, lawn-mowers and 
gmilar appliances. ..........eee0e. 25 


Supplies of certain goods within these categories have been 
prohibited. They include pottery and other shaped and fired 
clay products, domestic hollow-ware made wholly or partly 
of aluminium, toys containing more than Io per cent of 
metal by weight, and goods of which the metal content 
consists of not less than 374 per cent by weight of gold. 


* 


Substantial though the reduction in supplies has been— 
in view of the rise in prices since the standard period the 
decline in the volume of supplies has been appreciably 
bigger than the reduction in their value—the time has now 
come when they must be reduced to bare essentials in order 
to release additional labour for war work and to economise 
materials. The whole list of articles must be re-examined 
in the light of the criterion that all supplies not absolutely 
vital to the well-being of the population must be ruthlessly 
cut out, at least temporarily. No other test is valid in the 
present phase of the war. Its strict application will reveal that 
supplies of many articles can be further reduced, and that 
supplies of others can be temporarily suspended without 
injury to the well-being of consumers. Some essential house- 
hold goods must continue to be produced in small quan- 
tities, but, as far as possible, in standardised form. But a 
temporary suspension of the supply to retailers of watch 
chains and other personal ornaments, cameras, paper 
weights, book ends, sunshades, lawn mowers, vacuum 
cleaners and a host of other articles would scarcely injure 
health and morale. And, as is shown in an article on 
page 347, the application of a stringent test to the main- 
tenance of supplies must be extended to clothing and every 
other article of consumption. 


* * * 


Coal Output Problem 


The Coal Production Council is investigating the 
output problem from a new angle. In a recent communi- 
cation to the District Joint Production Committees it 
explained that it had been considering an analysis of the 
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manpower of the industry and the factors affecting pro- 
ductivity, with particular reference to the proportions of the 
different classes of workpeople employed underground and 
on the surface. The numerical relations of the different 
grades of labour below and above ground have been affected 
by mechanisation, by the development of subsidiary surface 
activities, and by the diminished attractiveness of the in- 
dustry to boys; since the war these changes have been 
accentuated by the absorption of miners into the Forces 
and essential industries. The seriousness of the last of 
these factors may be judged from the fact that in one coal- 
field nearly three workers have been withdrawn from the 
coal face for every one from other grades of labour. In the 
light of these considerations the Council reached the con- 
clusion “ that the factor which more than any other accounts 


for the loss of output is the fall in the ratio of 
shifts worked at the face to the total number of 
shifts worked underground and on the surface.” In 


some cases the percentage drop in this ratio between 1937 
and 1941 has exceeded 10 per cent; the average fall for 
the industry as a whole is less than that, but it may account 
for a decline in production of as much as 12 to 15 million 
tons per annum. Accordingly, the Council regards the res- 
toration of the normal proportion between coal face and 
other workers as the most urgent of the necessary remedial 
measures, and at its request colliery companies throughout 
the country are now compiling returns designed to show 
the additicnal number of face workers for whom employ- 
ment can be found by the end of the present month, and 
the number of these that the industry can make available 
from its present labour force by up-grading. In view of 
the failure of improved labour conditions (including the 
guaranteed wage, the attendance bonus, cost of living war 
additions, differential treatment in regard to food and cloth- 
ing rations) to increase production, new measures likely 
to raise efficiency must be appliec&k It is feared, however, 
that the up-grading of workers cannot achieve a great deal. 
The manpower of the industry has already been too much 
depleted by the demands of the Forces to leave many 
workers suitable or available for promotion. Preliminary 
returns in a district employing over 100,000 miners give a 
potential supply of less than 1 per cent. After the dis- 
appointing experience of re-employed ex-miners since last 
June, there is a growing reluctance in the industry to en- 
courage the search for effective remedial action along the 
old lines, and there is now an increasing tendency to seek 
a solution by the extension of working hours. In the last 
war the underground shift was one of 8 hours ; it is now 73 
hours, with an average period at the coal face of 6 hours 
15 minutes per shift and of 35 hours 5 minutes per week. 
But the lengthening of working hours is unlikely to bring 
results unless it is whole-heartedly supported by workers 
and managements. Surely, the extreme gravity of the 
national emergency ought to be a sufficient reason for such 
goodwill. 


* * * 


Higher Railway Wages 


The wages award of the Railway Staff National 
Tribunal was announced on Wednesday. The increases will 
come into force on the first pay day after March gth. 
Railway operatives have been conceded an increase of 
4s. 6d. per week on their existing wages. This brings the 
total increase since the beginning of the war up to 15s. 6d. 
per week. Since the basic weekly wage of operatives is 
47S. in rural areas, 48s. in industrial areas, and sos. in the 
London area, they will now receive 62s. 6d., 63s. 6d. and 
65s. 6d. per week in these areas. Similar increases have 
been awarded to women who already receive or, after their 
probationary period of three months, will be entitled to 
receive, the basic rates for males. The claim of the National 
Union of Railwaymen for a minimum basic wage of £3 per 


‘week, exclusive of war additions, has been refused. In 


respect of salaried staff, the Tribunal decided that, for the 
period of the war, the salary of Class 5 male clerks is to 
be increased by one annual increment of £10, to a maximum 
of £210 a year at 32 years of age, and that the salary scale 
for clerks in Class 4 shall begin at £220 a year. The increase 
demanded by the Railway Clerks’ Association was for £20 
a year for the lowest paid salaried staff. The scale for Class 2 
women clerks is extended by one annual increment of 
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2s. 6d. a week to a maximum of 62s. 6d. a week at 32 years 
of age. The employees benefiting from the Tribunal’s 
award are (a) those in receipt of a basic weekly wage of 
less than £3, numbering some 195,000 men and 750 women 
in the conciliation grades and 3,500 men and 10,000 women 
in the salaried staff; (b) those standing at the maximum 
rates of Class § in the clerical, stationmaster and supervisory 
grades and at the maximum rate of Class 2 in the case 
of female staff, numbering together about 19,600 persons ; 
and (c) women clerks performing duties similar in character 
and value to those of male clerks. In view of the fact that 
wages in the lower ranks of railway workers have hitherto 
been comparatively low—even agricultural workers now 
receive a minimum weekly wage of £3—the Trfibunal’s 
award does not appear unreasonable. The increase in wages 
does not affect the position of shareholders, for the railway 
“companies now receive a fixed annual sum for their services 
from the Government. 


x . * 


Progress of Scrap Campaign 

In a Note on page 336 of The Economist of last week, 
it was pointed out that there was then still little news 
concerning the progress of the mew iron and steel scrap 
campaign. Since then the Ministry of Works and Buildings, 
which is in charge of the collection of scrap, has released 
information which suggests that a fairly good start has been 
made. During the first seven weeks of the campaign, up to 
the end of February, the quantity collected was 176,000 tons, 
equivalent to about 25,000 tons per week. Moreover, it is 
understood that the weekly rate of collection is now 
gradually rising towards the 40,000-ton mark, which is the 
target originally set and which will presumably be required 
in addition to last year’s supplies if the output of steel is 
to be raised sufficiently to offset the reduction in supplies 
of scrap and steel from the United States. Moreover, there 
have been indications of an improvement in the output of 
iron ore, which is scarcely less vital than an increase in 
deliveries of scrap. 


x *x * 


Retail Trade in January 


The average daily value of retail sales, calculated by the 
Bank of England, usually shows a recession in January from 
the seasonally high December figures. This year the peak in 
December was not as high as usual, and the index for 
all sales (1937 = 100) fell by 16 per cent from 126 to 106, 
compared with a decline of 23 per cent, from 132 to I02, 
a year earlier. The value of sales in January was, however, 
relatively high, being 4.1 per cent greater than in January, 
1941. The main classes of sales responsible for the increase 
compared with a year ago were: men’s and boys’ wear, 
with a rise of 20.1 per cent; boots and shoes, in which 
turnover rose by 32.6 per cent; the furnishing depart- 
ments, where the rise was 32.4 per cent; and household 
piece-goods, with an increase of 28 per cent. In general, it is 
probable that these rises indicate the relatively large advance 
in prices which has taken place in these departments. The 
index of sales of food and perishables which stood at IIo 
in January and 123 in December, 1941, was 108 for January 
last. The slight decline on the year of 1.1 per cent was close 
to the average monthly decline in 1941 of 1.5 per cent. 
The smallest increase since June in the total value of stocks 
at cost was recorded in January, when the rise was 7.9 per 
cent on the year. Retailers did not in general follow their 
peace-time policy of reducing stocks in January. Such 
“sales” as took place were limited, and the tendency was 
to conserve rather than to clear stocks. 


* * * 


Traders’ Coupon Vouchers 


The Board of Trade has devised a new system for 
the arrangement whereby traders’ clothing vouchers of 500 
coupons may be obtained from post offices. Clothing traders 
have been permitted to exchange 490 loose coupons for 
§00-coupon vouchers at post offices on presentation of sealed 


envelopes endorsed with their name and address and a, 


declaration that the envelopes contain the requisite number 
of coupons. After the issue of the vouchers, the envelopes 
went to the Board of Trade for examination and checking. 
Inevitably, some envelopes contained nothing but waste 
paper and bore false names and addresses. Some offenders 
were traced and sent to prison. But since the announcement 
that banking facilities for clothing coupons are to be estab- 
lished, the fraud has shown signs of spreading. The Board 
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of Trade has stated, however, that the fraud is not wide. 
spread and has in no way reached a scale which threatens 
to undermine the rationing system. Since last Monday 
vouchers are no longer issued until the contents of the 
envelopes have been examined. To enable this to be done 
the envelopes will have to be deposited two days before 
the vouchers are claimed. The banking system for coupons, 
which is expected to start in a few months’ time, would 
in any case have killed this gratuitous source of supply 
The Board of Trade is to be congratulated on having closed 
a door to the black market, for it seems. to have put q 
faith in human nature which was not found to be justified, 
In any case, the number of coupons in the envelopes had 
to be checked, and it seems unlikely that much additional 
administrative work would have been required to operate 
the new system from the beginning. 


* * * 


Cotton Trade Wages 


There are no signs that the claim for higher wages 
in the cotton industry will be settled by negotiation between 
the employers and the trade unions. The application of 
the operatives in the spinning branch is for an advance of 
3s. 4d. in the £ on current wages, and in the weaving 
section the claim is for a flat increase of 8s. od. a week 
for each operative. The Master Spinners’ Federation has 
rejected the demand of the Operative Spinners’ and Card- 
room Amalgamations, the president of the Federation 
having stated that his committee has not found anything in 
the reasons for the application which justifies the granting 
of an increase other than that provided by the cost of 
living agreement of March, 1940. The Manufacturers’ Agso- 
ciation have reached a decision, but they have not made 
known what it is; it may be taken for granted, however, 
that the claim will be refused. It is believed in trade circles 
that both these applications will be settled by arbitration 
by the National Arbitration Tribunal for the spinning 
section, and by a decision of the Joint Conciliation Com- 
mittee, of which Sir Charles Doughty, KC, is chairman, 
in the weaving branch. As since the outbreak of war 
the operatives throughout the industry have received 
advances amounting to 35 per cent on the _ wages 
existing in September, 1939, there is a feeling that the 
present movement is not justified. Should any con- 
cession be secured as a result of arbitration proceedings, 
then the spinning employers will undoubtedly make a re- 
quest to the Cotton Controller for an increase in price 
margins. Broadly, the cost of any wages advance would 
indirectly have to be met by the Government, either through 
a reduction in payments of EPT by individual firms or by 
an increase in the prices of cotton goods purchased by the 
Service Departments. 


* * * 

Manganese 

In view of the potential threat to communications with 
India, the problem of Allied supplies of manganese, 
essential to the production of iron and steel, has acquired 
a new significance. In recent years, world production ol 
manganese ore fluctuated between 5,000,000 and 6,000,000 
tons per annum, with a manganese content of slightly less 
than 50 per cent. To this total, Russia contributed som 
3,000,000 tons and India between 900,000 and_ 1,200,000 
tons. Russia has been exploiting two large deposits, the 
Nikopol deposits in the Ukraine and the Tshiatury deposits 
on the southern slopes of the Caucasus. The one, which 
provided about one-third of Russia’s supplies, is in the 
hands of the Nazis, and exports from the other, formerly 
shipped from the Black Sea port of Poti, are now limited 
through lack of adequate transport facilities. In India. 
manganese ore is mined in the Central Provinces and 
shipped from Bombay, Calcutta and Vizagapatam. But 
even if the threat to communications with India should 
become serious, the Allies would still be in a better position 
than during the last war, when Russia and India were the 
only large producers. During the interval, production in 
South Africa and the Gold Coast has been increased very 
considerably to a capacity of about 1,500,000 tons pe! 
annum ; some 500,000 tons can now be supplied annually 
by Latin America, mainly from Brazil, Cuba and Chile, 
and a further 200,000 tons by the Sinai Peninsula in Egypt: 
Moreover, a good deal of technical progress has been made 
in recent years in thé treatment of low-grade ores which 
are found in abundance in the United States. The United 
Nations are therefore unlikely to experience a decisive 
shortage of manganese. 
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THE ECONOMIST 





COMPANY MEETINGS 





LONDON MIDLAND AND SCOTTISH RAILWAY 
COMPANY 


REVISED CONTROL AGREEMENT 


SIR THOMAS ROYDEN’S SPEECH 


The nineteenth annual general meeting of the London Midland 
and Scottish Railway Company was held, on the 6th instant, at 
Friends House, Euston Road, London, N.W. 1. 

Sir Thomas Royden, Bart, CH, chairman of the company, who 
presided, said: In the report before you a brief description is given 
of the terms of the revised financial arrangements with the Govern- 
ment for their use of our undertaking. 

We had supposed that the original agreement would be left 
undisturbed, as the whole object of the scheme of control is to 
assist the Government in the efficient prosecution of the war and 
the maintenance of supplies and services essential to the life of 
the community, and this object was being achieved quite success- 
fully. In this hope and belief we were mistaken. 

The Government told us that as from January I, 1941, it was 
proposed to substitute for the existing scheme a guarantee of 
revenue, After much negotiation it was agreed that beginning 
January 1, 1941, the Government would pay to the four main line 
companies and the LPTB an annual sum of £43,000,000 to the 
end of control. This payment of a fixed amount was in substitution 
for the pooling arrangements. We were further informed that the 
Government had decided that the new war damage scheme was to 
apply from the beginning of control. During negotiation it was 
made perfectly clear that £43,000,000 was the maximum that the 
Government was prepared to pay, and in all the circumstances 
your Board, in common with those of the other companies and the 
LPTB, having heard the proposals of the Government, agreed to 
accept them. The payment which we shall receive under the new 
scheme, leaving aside for the moment the question of war damage, 
isa fixed sum of £14,749,698 per annum instead of a minimum 
sum of £13,465,624, the latter, carrying with it in addition a 
participation in the net revenue of the Pool above that minimum. 
In neither case do these amounts include the net revenue from 
our holdings in Irish railways or investments in road transport 
undertakings. The actual profit earned by any railway for 1941 
is not ascertainable, but the LMS amount is certainly substantially 
greater than the amount payable to us under the new agreement. 


PROVISION FOR CHARGES REVISION 


The agreement further notes the standard revenue of £20,579,930 
which was settled by the Railways Act of 1921, and, to meet the 
changed conditions, provides that, before the end of control, time 
will be given for adjustment of the level of charges. In addition, 
records will continue to be kept of the increased costs due to war 
conditions, and these will enable a close estimate to be made of 
the true net revenue of the controlled undertakings as a whole. 
These obligations of the Government will have an important value 
after the war, and are some recompense for the retention by the 
Government of a substantial proportion of our profits during the 
war period. 

The provisions for war damage on the railways are by the new 
agreement brought into line with those affecting other public 
utility undertakings, and will in due course be embodied in an 
Act of Parliament. The scheme has not been completed, but 
broadly, it will provide that not more than one-half of the damage 
will. be borne, in agreed shares, by the railway undertakings 
concerned, the balance being borne by the Exchequer. This may 
or may not be to our advantage. It depends on the total amount 
of the damage, as under the original agreement the amount payable 
by the railways was the damage in excess of £10,000,000 per annum, 
The liability falling upon us, whatever it will be, will not be a 
charge in ascertaining net revenue, as Parliament has decided that 
for all purposes it is of a capital nature. In due course proposals 
for dealing with it will be placed before you, but not until the war 
is Over. Various ways and means are under consideration, but 
it is not intended to make large reserves during the war for that 
Purpose. Meanwhile, following a provision of £300,000 in 1940, 


£400,000 has been set aside this year to meet war-time contingencies 
generally. 


RESULTS OF THE YEAR 


The result to us of the year’s working is an improvement of the 
net revenue compared with 1940 of £544,000. The portion of this 
in respect of the net revenue accruing under the Government 
agreement, after meeting various items not chargeable to the 
Government account, shows an increase of £340,000, and there 
are gratifying increases of £172,000 from the Northern Counties 
Committee and £32,000 from road and other transport investments. 

Of this increase of £544,000, the additional provision for war- 
time contingencies which I have mentioned absorbs £100,000, and 
the proposed dividend of 2 per cent., compared with 14 per cent. 
in I94I, requires £476,000. 

During the past year action has been taken on many matters 
on directions from the Minister. These directions, although limited 
to the period of Government control, may affect the value of our 
post-war assets or the earning capacity of the company and must, 
therefore, and they will, be kept under close and continuous review 
in case it may prove necessary to take steps to protect our position 
after’ the war. ‘ 


TRAFFIC RECORD 


We have successfully carried a larger volume of traffic than 
ever before in our history in the face of many acute operating 
difficulties. In the first place, there has been a very considerable 
reduction in new locomotive construction, owing to the shortage 
of labour and materials. The position has been further adversely 
affected by the demands of Government Departments for loco- 
motives for use in their establishments and for service overseas. 
We have, therefore, had to meet abnormally large requirements 
with considrably less motive power. To meet these abnormal con- 
ditions, methods have been adopted to increase the availability 
of the locomotives at our disposal by speeding up repairs, revising 
the regulations governing the maintenance and servicing of loco- 
motives at the depots, reallocating engine duties so as to release 
the heavier types of locomotives for freight work, and by mutual 
arrangement with the other railways for transfer of locomotives 
to one another. Some of these steps have required heavy expendi- 
ture which would not be justifiable in normal conditions, but they 
have been justified by the present national circumstances, 

With altered conditions of imports and exports there has been 
a great change in the flow of traffic from those obtaining before 
the war, and there is not the same regularity in such flows. In 
order to meet this new demand a quick turn-round of freight roll- 
ing stock is essential, and in March, 1941, an Inter-Railway Freight 
Rolling Stock Control was set up in order that the whole of the 
combined railways’ rolling stock might be distributed in accord- 
ance with the immediate needs of the traffic offering. Whilst each 
railway continues its own internal control and distribution of roll- 
ing stock, the Inter-Railway Control adjusts daily the distribution 
of the stock between the respective railways to meet the ascer- 
tained needs of the traffic to be conveyed. The new organisation 
has proved very satisfactory and enables the available freight roll- 
ing stock to be placed as quickly as possible at the points needed, 
and improves the turn-round of all the wagons and their equipment. 
An example of its useful work is the supply of wagons to the 
collieries. There has been a very great improvement in this 
respect ; even during the recent spell of very bad weather it was 
possible to keep the pits adequately supplied with wagons, and 
the collieries have expressed to us their appreciation of the 
arrangements. 

Passenger travel increased substantially, owing, in the main, to 
much new workmen’s traffic and a growth in movement of members 
of His Majesty’s Forces. 
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There was also a considerable increase in merchandise carried, 
and the loaded wagon miles run were considerably greater than 
those in the pre-war peak year of 1929. 


REGULAR CONTACT WITH GOVERNMENT DEPARTMENTS 


Regular contact has been maintained with Government Depart- 
ments and trade organisations to enable traffic to be worked evenly 
and to avoid congestion and wagon detention. No less than 258 
of our officers are working in liaison with Government Departments, 
and still more can be done to improve the turn-round of wagons 
and thus secure an even flow of traffic for production requirements. 

To effect a saving in locomotive power and to increase track 
capacity for working Government and other traffic of national 
importance, the train services are under constant review so that 
essential services, whether for passenger or freight traffic, shall 
have priority. It has thus been found necessary to withdraw a 
number of passenger trains, mainly of a local character, and this 
kas produced a definite benefit to other services, including new 
daily trains for the large additional influx of workers to Govern- 
ment and other factories. 

Owing to the congestion of passenger traffic on certain sections 
of the railways in the London area at peak periods, the Minister 
decided, in order to provide the maximum accommodation in the 
available trains, that first-class accommodation on all passenger 
services operating inside the London area, and between London 
and certain places outside that area, should be withdrawn and one 
class trains should be provided. 


CURTAILMENT OF PASSENGER FACILITIES 


There are some people who seem unable to understand why 
we have been forced to the regrettable necessity of curtailing 
passenger facilities in this way. I have already explained to you 
the problems we are faced with so far as the shortage of loco- 
motive power is concerned, and the need for dealing with a vast 
increase in Government and other traffic of vital importance for 
the successful prosecution of the war. The decision to curtail 
passenger facilities has not been welcome to us, though we receive 
Jetters from some who seem to think we are doing it for the sake 
of doing it. Even now there are people who do not understand 
what total war requires, and that if we are to win through all 
considerations of personal comfort must be put on one side, and 
we must devote ourselves to the main task of organising our 
resources—of which the railway is a major one—so as to bring 
the highest striking power to bear on the enemy. If people are 
asked to stay at home unless they have to travel for essential 
purposes, that surely is a reasonable request. If they are asked to 
take their own food with them on a journey, that is not much to 
ask. We all remember pre-war standards, but the only standard 
now is that we must all pull together to win this war. 

Throughout the year the special trains required for the con- 
veyance of troops and military equipment were numerous, and I 
am glad to say were moved without a hitch. These trains often 
interfered with the running of many ordinary long-distance trains, 
which in turn affected the working of local trains far away, but 
this reaction is avoided wherever possible. 

The report was adopted. 


GENERAL INVESTORS AND TRUSTEES, 
LIMITED 


The thirty-fifth annual general meeting of General Investors 
and Trustees, Limited, was held, on the 12th instant, in London. 
Mr Gerald T. Moody (chairman of the company) presiding. 

The following is an extract from the statement of the chairman 
circulated with the report and accounts: 

This company has so far weathered the storm, and the revenue 
allows the board to recommend a final dividend on the Ordinary 
stock of 6 per cent., making 9 per cent. for the year, the same as 
in the previous year. The maintenance of the revenue shows that 
prudence has been exercised in the past, and that the securities 
selected were of a substantia] character. The strength of our 
investment position is upheld by the fact that at January 31st last 
we owned {£100,000 British Government Securities in addition to 
cash balances amounting to £54,298. 

In the year now current our revenue is likely to be adversely 
affected by the war in the Far East. .Our portfolio being widely 
spread, the loss may, however, be made up in part by improve- 
ment in other quarters. 

The report was adopted. 
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SOUTHERN RAILWAY COMPANY 


WARTIME PROBLEMS 


The annual general meeting of the Southern Railway Com 
was held, on the 12th instant, in London. 

Mr Robert Holland-Martin, CB (the chairman), first dealt ip 
detail with the revision of the financial arrangements with the 
Government in the form of a fixed annual payment by the 
Government to the controlled undertakings instead of the Pooling 
and sharing arrangement established by the original agreement, 
The four main line companies and the London Passenger Trap. 
port Board, after due consideration, had decided that the Gover. 
ment’s offer of a fixed annual payment of £43,000,000 was One 
that should be accepted. The Southern Railway’s share of thy 
payment was £6,607,639. The railways by accepting this pay- 
ment had not by implication in any way abandoned the principle 
of standard revenue. Any anxiety therefore, which stockholder 
might feel as to whether the agreement had jeopardised th 
statutory background in relation to standard revenue might be se 
at rest. 

Dealing with the accounts, the chairman said that the net revenue 
for the year amounted to £6,934,260, an increase of £178,470, 
After meeting the interest on debenture stocks and dividends on 
guaranteed and preference stocks, the balance available for diyi- 
dend on ordinary stock was {£2,031,745. After deducting the 
full § per cent. on the preferred ordinary stock there remained 
£652,415, which would enable them to pay a dividend on the 
deferred ordinary stock of 13 per cent. for the 
forward £101,336. 


Pany 


year and carry 


YEAR OF DOGGED ENDEAVOUR 


He, had to record the work of a year of dogged endeavour and 
skilled application mecessary to surmount the hundred and one 
problems that daily beset the war-time operation and maintenance 
of the railway. In times of peace the Southern had been pre- 
dominantly a passenger line. War and the national interest today 
compelled the movement of freight to take precedence of the 
convenience of passengers. The efficient handling of that vast and 
growing freight traffic—so essential for the successful prosecution 
of the war—was a tremendous task. It was not to be wondered 
at that the requirements of freight traffic sometimes impinged on 
the regularity of their passenger trains. 

The elimination of first-class accommodation in their London 
suburban services had incommoded a large number of their regular 
passengers. The change had been accepted loyally and with few 
complaints, their regular first-class travellers appreciating that it 
was one more personal] sacrifice in the interest of the nation, 

The maintenance of the way and works in a condition to take 
the heavy burden of war-time traffic was no easy task. It was a 
job, however, tackled with energy and skill. He wished that it 
was possible for him to detail some of the many marvellous re- 
pairs of war damage that had been achieved. It had indeed 
been a wonderful performance on the part of all. 


ELECTRIC LOCOMOTIVES 


From a railway point of view one of the most interesting events 
of the past year had been the completion of the first of two elec- 
tric locomotives. Up to the present the whole of their electric 
rolling stock had consisted of multiple unit trains and they had 
retained steam engines to work goods trains and also passenger 
trains going beyond the electrified area. They had always realised, 
however, that the full benefit of electric traction could only be 
secured if all traffic over electrified lines could be worked electti- 
cally. The first electric locomotive had been successfully tested 
on 750 tons passenger trains and 1,000 tons freight trains. 

Suggestions had been made that they did not pian ahe id their 
war policy. Nothing now could be further from the facts in 
regard -to transport. Their railway experts, knowing intimately 
the special features and considerations affecting their own systems, 
sat down with the officers of the Ministry who had knowledge of 
Government policy and the likely development of the war machine. 
Along with representatives of other forms of transport there were 
mapped out the requirements for ports, factories, service depots, 
aerodromes, months ahead and now, as various complementary 
railway works came to fruition, they realised to the full the value 
of that planning. 

The report was adopted. 
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GREAT WESTERN RAILWAY COMPANY 


REVISED GOVERNMENT SCHEME 


SIR CHARLES HAMBRO’S 


The annual general meeting of the Great Western Railway 
Company was held, on the 11th instant, at Paddington Station, W. 

Sir Charles J. Hambro, KBE, MC (the chairman), who presided, 
in the course of his speech said: The net revenue for the year 
amounted to £6,931,767, of which £6,670,603 is our fixed annual 
payment under the revised financial arrangement with HM Govern- 
ment, to which I shall refer later. The balance of £261,164 repre- 
sents, subject to minor adjustments, the net income from sources 
not coming within the scope of the fixed payment, The balance 
brought forward from last year amounted to £289,129, and after 
allowing for an appropriation of £250,000 to the contingency fund, 
itis proposed that a dividend of £2 Ios. be paid on the Consolidated 
Ordinary stock for the half-year to December 31st last, making 
{4 per cent. for the year. 

In present circumstances, with so many uncertainties in regard 
io the future, we thought it prudent to make this allocation of 
£250,000 to the contingency fund, which now amounts to 
£4069,095. This is a free reserve and is, of course, available to 
meet any abnormal position that may arise in the future. 
ARRANGEMENTS 


4 REVISION OF FINANCIAL 


When I addressed you last year I told you of the intimation 
which had been given to us by the Government that in their view 
some modification of the financial arrangements then in operation 
would be necessary on account of the war damage compensation 
proposals of the Government. The Chancellor of the Exchequer 
in his Budget speech shortly after our meeting also referred to 
the desire of the Exchequer to avert further increases in railway 
rates and fares, with a view to checking the upward movement 
in prices, which the Government were anxious to stabilise. 

These were the new considerations which necessitated a revision 
of the financial arrangements previously agreed, and in the negotia-~ 
tions which followed the Government indicated their desire that 
the new basis should be a fixed annual payment to the companies 
and the London Passenger Transport Board in lieu of the previous 
arrangement. 

This proposal was readily accepted by the companies, who had 
previously pointed out the difficulties and objections, both political 
and practical, which were likely to arise under the old agreement, 
and the only point at issue was the amount of the fixed annual 
payment which should be made. 

After taking all factors into consideration they decided to accept 
the Government’s final offer of an annual payment to the four 
main line companies and the London Passenger Transport Board 
of {43,000,000 to operate from December 31, 1940, for the remain- 
ing period of control, which is to be continued for a minimum 
period of one year after the cessation of hostilities. Our share of 
the £43,000,000 is £6,670,603. 

Prominently in the minds of those who conducted the negotiations 
was the preservation of the statutory rights of the companies with 
tegard to the earning of their standard revenues. These revenues 
are a factor in the pooling and sharing provisions which apply 
up to December 31, 1940, and are noted in Appendix C to 
the new agreement, which also contains an express paragraph 
(Article 33), the effect of which is that, subject to any action which 
the Legislature may take in the meanwhile (a contingency against 
which we obviously cannot provide), time will be given for the 
operation of any statutory machinery governing the level of rates, 
fares and charges before control comes to an end, and in this 
way the pre-war rights of the companies in this important matter 
are confirmed and kept alive. The protection thus afforded will, 
I hope, remove the anxiety felt by certain of the proprietors, who 
feared that the acceptance of a fixed guaranteed payment might 
lopardise the application of the standard revenue principles after 
the expiration of Government control, or be regarded as an implied 
admission that these principles have for all practical purposes 
ceased to be effective. 


WAR DAMAGE PROVISION 


With regard to war damage, the new agreement provides that 
after December 31, 1940, no charge shall be made in _ the 
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ADDRESS 


net revenue account of any accounting period in respect of wai 
damage, and cancels the earlier arrangement under which the cost 
of restoring such damage’ up to a maximum of £10,000,000 in any 
year was to be charged to revenue expenditure. 

The future position as regards war damage is still the subject 
of negotiation. Under the proposed scheme it is understood that 
public utility companies are to be grouped, and presumably one 
such group will embrace all the railway undertakings. 

The suggested contributions of the members in each group will 
be 50 per cent. of the aggregate war damage payments made to the 
members of the group payable in four annual instalments, the first 
to fall due on July rst next. As I have previously mentioned, 
there are preliminary difficulties to be surmounted before the scheme 
matures. You will appreciate that until the discussions with the 
Government assume more definite shape, and hostilities have ceased, 
we cannot form any estimate of the ultimate scope of the liability 
which we shall have to meet, 

The directors fully recognise that at first sight the new agreement 
may appear to be much less favourable to the stockholders than 
the former agreement. This is certainly true if regard is had only 
to the financial results of the past year, but as I have previously 
indicated, there can be no assurance that railway earnings will 
remain at the present high level during the whole of the control 
period. Ne one can foretell what may happen to our traffics during 
the course of the war or in the period immediately following the 
cessation of hostilities. The matter was, therefore, not one which 
could be dealt with on ordinary commercial lines, and we made 
it clear in our discussions with the Government that we could 
not regard any settlement which might be reached as in any way 
reflecting the existing or potential value of our undertakings either 
individually or as a whole. In the view of your directors, the 
offer finally made by the Government, while not generous, could 
not be regarded as unfair to the stockholders if full recognition 
was given to the national interests as represented by the Govern- 
ment spokesman. 

The agreement takes effect as from September 1, 1939, and the 
revisions to which I have alluded operate from December 31, 1940. 
Thus, the pooling and sharing scheme under the original arrange- 
ments is recorded in the revised agreement as having effect up to 
December 31, 1940. I should perhaps also explain that the revised 
agreement retains all the original arrangements in relation to main- 
tenance charges, trust funds and other detailed matter. The trust 
fund has not yet been constituted, but its provisions will ensure 
that money is available for carrying out all maintenance and renewal 
work on pre-war standards, although the arrears can only be over 
taken as circumstances permit. 


POST-WAR PROBLEMS 


With regard to the post-war position, you have no doubt seen 
in the press the recent announcement that the boards of the four 
main-line companies and the London Passenger Transport Board 
have set up a commission to consider post-war problems. As you 
are aware, post-war planning is now a part of our national policy 
and we understand the Minister of Works and Buildings will be 
largely responsible for the work, which must inevitably involve 
questions of transport; it will be one of the main objects of the 
commission to keep closely in touch with the various Government 
departments and other bodies considering the problems of recon- 
struction and development. 

During the year the four main-line railway companies have 
concluded an arrangement in conjunction with Hay’s Wharf Cartage 
Co., which is controlled by the railway companies, for the purchase 
of the share capital of the well-known tourist agency business of 
Thos. Cook and Son, Ltd. These shares became vested in the 
Custodian of Enemy Property, and the activities of the company 
under normal conditions lend themselves to closer co-operation 
with the railway companies in view of the interests which they 
already possess in similar businesses and of the working economies 
which can be effected, 

The report was adopted. 
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LONDON AND NORTH EASTERN 
RAILWAY COMPANY 


REVISED CONTROL AGREEMENT 

The nineteenth ordinary general meeting of the London and 
North-Eastern Railway Company was held, on 6th instant, in 
London. 

Sir Ronald W. Matthews (the chairman) said that once more 
stockholders were deprived of the review of the company’s business 
which in normal timés accompanied the report and accounts, It 
would be a matter for satisfaction to all railway stockholders that 
there was today, by Press and public, a fuller appreciation of the 
services being rendered by the railways to the community and a 
better understanding of the difficulties with which the companies 
were faced. The reasons for the comparatively minor inconveniences 
which the travelling public had to suffer after two and a half 
years of war had been fully explained and there was little for him 
to add except a warning that as freight movements by rail increased, 
as they inevitably must, so of necessity must passenger facilities 
be curtailed. 

It was, he thought, worth impressing on the public that there 
were in these days journeys of great urgency to be undertaken 
and that a thoughtless traveller, journeying without due cause, might 
well exclude another whose inability to travel might have far- 
reaching effects. 

INCREASED NET REVENUE 

The company’s share in the “Pool” for the past year was 
£20,136,355 and the total net revenue was £10,647,027, an increase 
of £296,035 over the net revenue of 1940. After providing for 
all fixed charges and setting aside {£300,000 to the fund for 
contingencies, the directors proposed to pay full dividends on the 
first and redeemable preference stocks and two and three-eighths 
per cent. on the four per cent. second preference stock. 

In June of last year the Minister of War Transport had 
approached the four main line companies and the Transport Board 
with a view to a revision of the original financial arrangements, 
because war damage was now dealt with on a national basis and 
because the Government’s declared policy of stabilisation of prices 
cut at the basis of the existing arrangements for the adjustment 
of fares, rates and charges to meet variations in working costs 
and certain other conditions arising from the war. The railway 
companies and the Transport Board had recognised that changes 
in the existing agreement were inevitable, and in the negotiations 
which followed the Government had insisted that any revision 
must take the shape of a fixed annual payment by the Government 
to the controlled undertakings in lieu of the pooling or sharing 
arrangement established by the existing agreement. 

After prolonged discussion a final offer was received from the 
Government to fix the annual payment to the four main line 
companies and the Board at £43,000,000. The Boards of the 
undertakings had decided that the offer was one which must be 
accepted, it being agreed that that annual sum would be divided 
among the five undertakings in certain proportions. 


STOCKHOLDERS’ POSITION SAFEGUARDED 


As to whether the railways, by accepting that figure, had not by 
implication admitted that the principles of standard revenue had 
ceased to apply to railways for all time, he was advised that express 
provision had been made in the revised agreement amply safe- 
guarding the position of the stockholders in that respect. Any 
anxiety which stockholders might feel as to whether the agreement 
had jeopardised the statutory background in relation to standard 
revenue might be set at rest, for, so far from the agreement 
prejudicing that position, it confirmed the undertakings in their 
statutory rights before the cessation of control. 

With regard to war damage, the agreement expressly provided 
that the cost of restoring war damage would not be charged to the 
control account, so that the burden of the railway companies’ 
contributions, as they might be determined by future legislation, 
would fall to be discharged by each railway undertaking concerned. 

In conclusion he dealt with the acquisition by Hay’s Wharf 
Cartage Company, Limited, which was controlled by the four main 
line companies, of the shares in Thos. Cook and Son, Limited, at 
present vested in the Custodian of Enemy Property—but not the 
banking business of that company—saying that the companies would 
among other advantages be able to effect substantial economies in 
ticket-booking facilities generally. 

The report was adopted. 
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SCOTTISH WIDOWS’ FUND AND Lipp 
ASSURANCE SOCIETY 


IMPROVED PREMIUM INCOME 


MR KENNETH MURRAY’S ADDRESS 


The one hundred and twenty-eighth stated annual meeting of 
the Scottish Widows’ Fund and Life Assurance Society was hel 
in the society’s head office, Edinburgh, on the oth instant, 
Mr Kenneth Murray, WS (chairman of the ordinary court o 
directors), presiding. 

In moving the adoption of the report and accounts, the chairman 
said: It is inevitable that, so long as the country is at war, the 
effect on the society’s business will become «more pronounced gs 
time goes on, and increasing difficulty will be met with in the 
conduct of its affairs. About 60 per cent. of the male staff are 
now away on full-time national service, as compared with a little 
over 40 per cent, a year ago, and further calls are to be expected 
in the coming year not only on the remaining male staff but also 
on the female staff. 

The new business completed during 1941 amounted to £2,301,000 
gross and £2,229,000 after deduction of reassurances. This net 
total is only about £160,000 less than last year, and reflects great 
credit on our branch secretaries and the reduced staffs working 
under them. It is also a testimony to the loyalty of our agents, 
to whom our thanks are due. 

You will see from the accounts that the total premium income ¢ 
for the year was £2,200,000, and nearly £25,000 higher than in 
1940. Interest income, on the other hand, both before and after 
deduction of income-tax, was lower, but the average net rate on 
the whole of the assurance and annuity funds at £3 Ios. 7d. per 
cent. was only 2s. 6d, less than in the preceding year. 

Claims by maturity were lower, and so also were the claims 
by death, although these included cases for a total of £126,000, 
which were the direct result of war operations. 


FAVOURABLE **W”"’ PLAN RESULTS 


The experience under the society’s “W” plan, which normally 
extends civilian war risks cover to new with-profits policies without 
extra charge, is again favourable. Only one claim for a sum 
assured of £250 has arisen since our last meeting, and so in the 
two years, during which the plan has been in operation, there 
have been only four claims with original sums assured amounting 
in all to £1,350—a total far below what was expected when the 
plan was introduced. In the middle of a war, which may yet last 
a long time, it would be imprudent to assume that this favourable 
experience will continue, but we can again record our satisfaction 
with the plan. The good response to the plan is ample evidence 
of its attractiveness and of the valuable service which the society 
is rendering to the public. 

The assurance and annuity funds increased during the year by 
nearly £700,000 and now stand in the balance-sheet at £35,400,000. 


SUPPORT TO WAR EFFORT 


It was explained from this chair at our last meeting that British 
Government securities must, in war-time, be the principal form 
of investment for our new funds. This is reflected in the balance- 
sheet by an increase over the year of nearly £1,300,000 in these 
securities. Not only has the whole of the increase in funds been 
invested in new war loans, but the greater part of all other sums 
which became available has been applied in the same way, and 
so your sOciety continues to give the maximum support, on the 
financial side, to the national war effort. 

The balance-sheet contains the usual statement, which it has 
for many years been the society’s custom to give, that the Stock 
Exchange securities stand at or under their market selling prices 
at December 31st. It is gratifying to be able to state that the 
general rise in prices of securities over the year has increased 
substantially the already large margin between the market values 
of the securities and the values at which they appear in the balance- 
sheet, This margin enables the directors, even in these difficult 
times, to look forward with confidence to the continued success 
of the society. 

The directors’ report and accounts, as audited, were adopted 
unanimously. 
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ASSURANCE 


COMPANY LIMITED 


Facts and Figures from the Statement by 
SIR GEORGE TILLEY, F.c.1.1. 


President and Chairman of the Company on 
the Annual Report and Balance Sheet for the 
year ending 31st December, 1941. 


FUNDS - £117,248,840 
INCOME - £20,585,003 





INVESTMENTS 

The funds show an increase of £4,859,697. 
The market value of the investments 
exceeded the price at which they stand in 
the balance sheet. 


LIFE BRANCHES 


In the Ordinary Branch sums assured 
under new policies issued during the year 
amounted to over £9,500,000. Premium 
income in the Industrial Branch exceeded 
£9,830,000, an increase of £317,000. 


FIRE AND GENERAL 


In these Branches the premium income 


exceeded £1,693,000. 


BONUSES 


In the Ordinary Branch a bonus of £1 
per £100 assured was declared on policies 
entitled to participate in full profits that 
hecome claims by death or maturity 
during 1942. 
In the Industrial Branch a bonus has been 
declared on policies, with certain excep- 
tions, effected before Ist January, 1935, 
that become claims by death or maturity 
during 1942. Up to date a total sum of 
over £6,900.000 has been allocated for 
bonuses to policyholders in this Branch. 

The bonus for 1940 in both Branches is con- 
tinued unchanged for claims during 1942. 


TOTAL CLAIMS PAID 
EXCEED £155,000,000 


Chief Offices: High Holborn, London, W.C.1. 
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LANCASHIRE ELECTRIC LIGHT AND 
POWER COMPANY, LIMITED 


SIR JOSEPH NALL’S ADDRESS 


The annual general meeting of The Lancashire Electric Light and 
Power Company, Limited, was held, on 11th instant, in London. 

Sir Joseph Nall, MP (the chairman), after expressing regret at 
the death of the late chairman, Mr George Balfour, said that all 
proper maintenance of plant had been carried out and charged to 
revenue as usual, adequate provisions for depreciation and taxation 
had been taken care of and the fullest possible use made of their 
productive capacity throughout the year. 

Notwithstanding the fact that they were engaged and scheduled 
in an essential industry, no less than 25 per cent. of their regular 
employees had joined the Armed Forces. Their demonstration show 
rooms and depleted staffs were at the disposal of the Ministry of 
Food for instructing the public in war-time cooking and were 
much appreciated. 

Of the future he need only say that this company, in common 
no doubt with the vast majority of company-owned Public Utilities, 
whilst concentrating on giving the best possible service required 
under war conditions, was giving careful thought to the problems 
which would undoubtedly arise when peace was once more restored. 

Company-owned Public Utility undertakings had no’ need to 
apologise for their existence ; they presented a very fine record of 
enterprise and achievement in times of peace, and of resourcefulness 
and readiness to meet the emergencies of war. 

They would be failing in their duty as custodians of those great 
enterprises if they did not give the general public every oppor- 
tunity of understanding and fully appreciating all that British 
industry and commercial supremacy owed to the great company 
enterprises of this country. It was essential to the post-war 
re-establishment of British industry that they should in due course 
be enabled to resume their normal activity and progress, with 
reasonable freedom from any extension of the deadening hand of 
bureaucracy. 

The report and accounts were adopted. 


BRITISH ASSETS TRUST LIMITED 
SATISFACTORY RESULTS 
MR W. H. FRASER’S ADDRESS 


The forty-fourth annual general meeting of British Assets Trust, 
Limited, was held, on the 12th instant, at the offices of the com- 
pany, 9 Charlotte Square, Edinburgh. Mr W. H. Fraser (the 
chairman) presided. ; 

The chairman, in moving the adoption of the report and 
accounts, after referring to his own appointment as a director and 
chairman of the company and to the great loss which the company 
had suffered by the death of Mr A. W. Robertson-Durham, said: 

From the accounts you will see that the gross income for the 
past year amounted to £332,949, against the previous year’s figure 
of £337,165. A year ago it seemed that there must be a very 
considerable reduction in our revenue, and I am glad to report that 
this has materialised to such a small extent. The reduction is 
more than accounted for by two causes. In the first place, certain 
dividends, amounting to some £3,500, which we might fairly have 
expected to receive during our financial year, were not received 
until after the close of the accounts owing to delay in the issue 
of annual reports ; and, in the second place, an additional £3,600 
has had to be provided for United States Withholding Tax, the 
rate of which for 1941 was increased from 16} per cent, to 27} per 
cent. It seems very likely that there will be a further substantial 
increase in the rate for 1942. 


DIVIDEND AND BONUS 


On the payments side, management expenses are lower as the 
result of a saving on our American expenditure. As might be 
expected, taxation is again higher. After deducting management 
and other expenses, income-tax, debenture interest and preference 
dividends, there remains £42,534, which is equivalent to earnings 
on the ordinary stock of 17.3 per cent., against 17.5 per cent. for 
the previous year, which, I think you will agree, is a very satis- 
factory result. We again recommend payment of a dividend of 
10 per cent. for the past year, and in addition a bonus of 2 pet 
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cent. 


will be increased by £3,015. 


From the balance-sheet you will see that we have again reduced 
terminable debentures 


the amount of our 
£381,827 ; deposits and loans are higher, 


Investments, after deducting the capital reserve fund and con- 
tingent fund, stand at £6,829,796 and compared with market value 
show a depreciation of 4.09 per cent., as against a depreciation of 


12.81 per cent. a year ago. 
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Although we are proposing to distribute this bonus for the 
third year in succession, I should like to emphasise once again 
that this must not be looked upon as a regular dividend, as while 
the war lasts income prospects must remain very uncertain. 
payments will leave a surplus of £13,015, and after the addition 
of £10,000 to the income reserve fund the sum carried forward 


These year. Although the 


from £450,707 to 
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THE FUTURE 


Looking to the future, the course of the war in the Pacific j 
bound to have an adverse effect on our income during the curren 


company has very little invested directly inf 


rubber and tin shares, we hold considerable investments jn hom 
companies, part of whose interests are in the East and whose divj. 
dends are likely to be reduced. Last year the chairman warne; 
you that increased taxation and the limitation of supplies would 
lead to a reduction of revenue, and these two causes seem to be 
having increasing effect at,the present time. 
seems likely that our income will show some falling off ip the 
current year, but not, I hope, to such an extent as to preclude ys 
from again submitting a satisfactory report. 


For these reasons jt 


The motion was seconded and adopted. 





RECORDS and STATISTICS 


STOCK EXCHANGES 


London 


Note: all dealings are for cash 


THE collapse of resistance in Java and the 
fall of Rangoon, like earlier military 
reverses, had already been largely dis- 
counted by the markets, Nevertheless, 
sentiment was depressed, and in the absence 
of adequate support small declines were 
general throughout all sections other than 
gilt-edged and some railway and other prior 
charges. Some scattered realisations, mainly 
of irredeemable and long term issues before 
the week-end in the gilt edged market, were 
followed by rather steadier conditions in 
the early part of the current week, 2} per 
cent Consols reversing the previous day’s 
loss of 4 on Tuesday, but movements were 
few and slight. Earlier support for Chilean 
bonds in the foreign bond market was not 
fully maintained at the reopening, when 
Mexican issues weakened slightly, and the 
German Potash bonds both fell a point. 
Tuesday witnessed a small but general 
decline among Brazilian bonds, while the 
54 per cent Japanese loan of 1930 rose a 
point, the 5 per cent Chinese loan of 1913 
losing the same amount. The chairmen’s 
statements on the question of war damage 
reversed the earlier movements in the home 
rai] market for the junior issues, which with 
the exception of the “ Berwick” stocks, all 
advanced } at the reopening, while larger 
gains were registered the next day for LMS 
ordinary and Southern preferred. Senior 
stocks were steady. In the foreign rail 
market, Argentine issues lacked support on 
the realisation that no benefit would accrue 
to. the companies from the increased tariff 
rates. Losses were small but persistent, 
although BA Pacific debentures were 
especially weak in the early part of the week. 
In midweek the rise in Funds was 
resumed with several improvements of 3, 


while the home rail market was also firm. 








THE HONGKONG AND SHANGHAI 


Withdrawal of support in the industrial 
market before the week-end occasioned a 
widespread decline in prices, although the 
actual volume of selling was slight. Some 
improvement was evident at the beginning 
of the current week, but conditions were 
generally unsettled. In the motor and air- 
craft group Leyland Motors and Lucas 
both eased 7's on the previous Friday, but 
the news of the furtlier delay in the 
accounts of the former company occasioned 
further declines in the current week. A 
marked improvement in brewery shares was 
registered, on Tuesday, but in genera] the 
earlier losses, including 1s. 9d. for Guinness 
on Friday, were not fully recovered. Heavy 
industrial issues suffered small but well 
spread losses on Monday, but the following 
day a steadier tone was noticeable. Stores 
issues moved to slightly lower levels during 
the early part of this week, although Marks 
and Spencer recovered some of the previous 
day’s loss on Tuesday, The shipping 
group was dull, Cunard ordinary suffering 
small but persistent losses both before and 
after the week-end. Textile shares reflected 
the general tone of the market with small 
but general declines at the reopening, but 
showed some improvement Jater. In the 
tobacco group BAT and Imps recovered 
earlier losses in the early part of this week, 
but Godfrey Phillips weakened. Elsewhere 
Cable and Wireless suffered sharp losses, 
the ordinary stock falling 5 points in the 
first two days of the week, after a fall of 
2 points on the previous Friday. The 
preference issue lost 5} points over the 
same period. Later the industrial market 
was quietly firm with some rises in 
textile shares and heavy industrials. 


* 


Fears regarding the maintenance of gold 
production and the war news occasioned 
substantial declines throughout the kaffir 
market. Despite the denial of the former 
proposal, prices continued to fall sharply 
at the reopening, East Geduld and Rand 


Mines losing } among other smaller josses 


On Tuesday, however, the tone became 
steadier, Many small declines were regis. 
tered at the reopening in the tin market. 
but conditions later improyed. The rubbe 
and tea markets witnessed scattered selling, 
but the volume of business was slight 
Despite the war news, the oil marke 
reflected very little selling in the early pan 
of this week, and leading issues, including 
Burmah oil, improved slightly on some 
enquiry. Canadian Eagle ordinary, how. 
ever, eased slightly on the decreased earn- 
ings. In midweek the kaffir market was 
strong on Cape support and the Anglo. 
American dividend. 


** FINANCIAL NEWS” INDICES 
ee | 
‘ Petal 7 Security Indices 
1942 Bargains Da i 
in S.E 1941 30 Ord. | 20 Fixed 
List shares® Int.t 
Mer. ! 3129 | 9317 | 16-9 | 1364 
» € --| 2,761 | 2,280 76 6 134:1 
oo .Osesee Ga | 6a 16:2 1342 
a0.221)] 2'o70 | 3831 | 16-1 | 13463 
» 1l......) 2,847 | 2,380 | 76-4 | 1344 


* July 1, 1935=100. t¢ 1928=10@. 30 Ordinary 
shares, 1942 highest, 81-4 (Jam. 12); lowest, 76:1 
(Mar. 10). 20 Fixed Int., 1942; highest 154-4 
(Mar. 11); lowest, 132-2 (Jan. 5). 


New York 


FURTHER Japanese successes and the prospect 
of increased taxation depressed sentiment 
on Wall Street, and in mild selling on the 
previous Friday, Du Pont, Eastman Kodak 
and US Rubber all fell t# the year’s lowest 
levels. Some selective buying of leading 
issues in the early part of the current week 
gave rise to more stable conditions, but the 
war news continued to depress activily. 
Later there was a sharp reverse in electric, 
chemical and tobacco issues. 

















BANKING CORPORATION 


(Incorporated in the Colony of Hongkong. The liability of members 
is limited to the extent and in manner prescribed by Ordinance 
No. 6 of 1929 of the Colony.) 

AUTHORISED CAPITAL - - - - 
ISSUED AND FULLY PAID-UP - = $20,000,000 
(STERLING - - - £6,500,000 

RESERVE FUNDS | WoNGKONG CURRENCY $10,000,000 
RESERVE LIABILITY OF PROPRIETORS $20,000,000 


Head Office, HONGKONG, 
temporarily transferred to 

LONDON OFFICE, 9, Gracechurch Street, E.C.3. 
Acting Chief Manager: A. Mors. 


BRANOHES AND AGENOIES THROUGHOUT INDIA AND 
THE FAR EAST, Ete. 


HONGKONG & SHANGHAI BANK (TRUSTEE) LIMITED 
9 Gracechurch Street, E.C.8, a Company incorporated in England and 
an affiliate of The Hongkong and Shanghai Banking Corporation, is 
prepared to act as Executor and Trustee in approved cases. 
Pull particulars may be had on application, 


$50,000,000 


ONDON AND MANCHESTER 
ASSURANCE CO, LTD. 


Life, Annuity, Accident, Fire, Motor, Burglary 


Chief Office: Finsbury Square, LONDON, E.C2 











REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER, 1 


ANNUAL INCOME EXCEEDS - £13,000.000 
ASSETS EXCEED .- - - £74,000,000 
CLAIMS PAID EXCEED - - £433,000,000 


(1940 Accounts) 
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New York Prices 


STANDARD STATISTICS INDICES 
(1935-36= 100) 


WEEKLY AVERAGES 











j 1942 | } 

| ———)| Feb. | Feb. | Mar 
| Low | High | 18, m1 «& 
| Feb. | Jan. | 1942 | 1942 | 1942 
} ll 14 | 

trials ....| 69-4c| 75-0 | 69-5 | 69-4 | 69-8 
ai SSL | 66 ‘9a| 71-0b| 67-4 | 68-2 | 67-9 
40 Utilities... .. . 63°9d| 67-4a| 64-1 | 64-0 | 63-9 

adh . - 

‘s | 68-5c] 73-3 | 68-5 | 68-5 | 68-8 
419Stocks ......-| 68°5c) 73-3 | 68-5 | 68-5 | 68 
Av. yield® ...----- ie ‘00%|7 *65'|7 -90%|7 -91%)7 67% 

* 50 Common Stocks. (a) Jan. 7. (6) Feb. 4 
(@ Feb. 25. (d) Mar. 4. 


COMMODITY AND INDUSTRY 


“Coupons and Quotas.”*—The Board 
of Trade has issued a booklet, which 
explains in simple terms the provisions of 
the Consumer Rationing Order and the 
Cloth and Apparel Order from the point of 
view of manufacturers, wholesalers, makers- 
up and retailers, It revises the previously 
ublished Explanatory Notes for Traders. 
it contains new material and presents a 
complete and up-to-date picture of the 
limitation and rationing schemes for cloth 
and clothing. The utility clothing scheme 
is described in detail and the full range of 
controlled goods, together with their general 
and utility quotas, is included. ‘There is 
a full index to the booklet. 

Raw Cotton.—The Controller informed 
Liverpool and Manchester raw _ cotton 
merchants that those desiring to offer their 
services in connection with the sale of raw 
cotton to consumers should inform the 
Control on or before March 12th. Firms 
will be required to perform the following 
duties to the satisfaction of the Controller: 
(1) to sell cotton to consumers out of the 
quantity allotted before arrival of the 
vessel ; (2) to render returns of cotton sold 
and its destination ; (3) to sample at mil! 
or warehouse, examine samples, and advise 
if any claim should be made on the shipper ; 
(4) to invoice and see that payment is made, 
keeping ledger accounts for the Control ; 
(5) to investigate claims received from 
spinners; and (6) to return complete 
records of each cargo handled. 

Cotton Trade.—Makers of cloth suitable 
for war purposes are busy and a fair amount 
of fresh buying has taken place, not only 
for the Home Government, but also for the 
Dominions and the Allies. On the other 
hand, export buying has been restricted 
and some producers’ order lists are shorten- 
ing. Many employers are still harassed by 
the shortage of labour, and it is expected 
that the overtime working in the mills will 
be continued. The spinning employers 
have rejected the application of the opera- 
tives for an increase in wages of 163 pet 
cent on current earnings. The claim will 
probably go to arbitration. The Cotton 
Board has issued a list of cotton and mix- 
ture cloths to be proposed to the Board of 

tade for the forthcoming utility schedule. 

Ough these lists are not final and there 
may be further amendments, they give a 
forecast which is bound to prove fairly 
accurate. For production reasons most 
cotton utility cloths have had to be planned 
M yarns below’ 26’s. 

Paper Control.—Direction No. 6 under 
~ Control! of Paver (No. 36) Order, issued 
y the Mintstty of Supply, limits the 
quantity of paper to be consumed in the 
production of any news-bulletin, magazine 
of periodical in the four months March to 
une, to 19} per cent of the quantity 
Consumed in the corresponding period of 
1939, except under licence. This generalises 

¢ limitation already in force for the 
Principal periodicals. 
LL es 

*Coupons and Quotas. 

td of Trade. 
Stationery Office. 


Issued by the 
Published by H.M. 
84 pages. Price Is. net, 
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DaiLy AVERAGE OF 50 COMMON STOCKS 


meneame — 


Feb. 26 | Feb. 27 | Feb. 28 








Mar. 2 Mar. 3 | Mar. 4 








1942 High: 91-2, Jan. 5. Low: 84-4, Feb. 24. 


Total share dealings: Mar. 5, 450,000; 
Mar. 6, 640,000; Mar. 7,* 270,000; 
Mar. 9, 310,000; Mar. 10, 330,000; 


Mar, 11, 410,000. 


* Two-hour session. 


Capital Issues 


Week ending Nominal Con- New 
March 14, 1942 Capital versions Money 
é £ 
By Permission to Deal... 20,000 10,625 


Particulars of Government issues* appear on page 378: 


Canners’ (War Time) Association.— The 
food canning industry has formed the 
Canners’ (War Time) Association. The 
constitution and rules have been prepared 
and approved by a fully representative 
meeting of canners, and an executive com- 
mittee has been elected. Licences will only 
be granted by the Ministry of Food to 
members of the Associatidn, and canners 
may apply to the Ministry for membership. 

Export Licensing——Under a Board of 
Trade Order, which becomes operative on 
March 24th, control is extended to cover 
internal combustion engines (and parts), 
tobacco, cigar and _ cigarette making 
machinery and plant, roof capping or 
ridging, flushing and guttering of iron and 
steel, hair combs of non-precious metal, 
machinery belts and belting (including con- 
veyor and elevator bands) wholly or partly 
of natural or synthetic rubber, rubber latex, 
balata or gutta-percha, brushmaking fibres, 
lead acetate, sodium acetate, and in the 
case of certain destinations, to rabbit and 
hare skins (dressed or undressed). The 
control in respect of rubber latex is 
intended to cover manufactures wholly or 
mainly of this material. Sewing-machine 
needles, the exportation of which was pre- 
viously controlled to all destinations, may 
now be exported without licence to destina- 
tions within the British Empire. The exist- 
ing control in respect of perambulators, 
mail carts and invalid carriages is extended 
to cover all types of these vehicles, irrespec- 
tive of the proportion of metal content. 

Drapery Trade Wages.—A __ supple- 
mentary agreement has been reached by 
the Joint Industrial Council for the Retail 
Drapery, Outfitting and Footwear Trades, 
to the one reported on page 423 of The 





“THE ECONOMIST” SENSITIVE 
PRICE INDEX 





(1935= 100) 

Mar. | Mar. | Mar Mar. | Mar. 

5, 2. 10, 11, 

1942 | 1942 | 1942 1942 1942 
Crops 116.2 | 116.2 | 116.2 | 116.2 | 116.2 
Raw material 172.7 | 172.7 | 172.7 | 172.7 | 172.7 
Complete Index . | 141.7 | 141.7 | 141.7 | 141.7 | 141 7 
Mar. | Aug. | Mar. | Feb. Mar. 

oa) oe | ll, | 4, 

| 1937*) 1939 | 1941 | 1942 | 1942 








Crops . 147.9 
Raw materials 207.3 | 122.9} 171.0 | 172.7 | 172.7 
Complete Index . | 175.1 | 106.4 | 136.9 | 141.9 | 141.5 


* Highest level reached during 1932-37 recovery. 
‘*THE ECONOMIST" INDEX OF 
WHOLESALE PRICES 
___(1927= 100) 





| Mar. | Aug. | Mar. Feb. Mar. 
|} 31, | 30, ‘+ 20 3, 
1937*| 1939 | 1941 | 1942 | 1942 
————— 
Cereals and Meat 93.0 | 66.9} 96.9} 107.2} 109.2 
Other food .. | 70.4] 61.1] 92.2} 99.0] 99.5 
i ee 74.2| 54.3) 88.7] 94.3] 93.9 
Minerals 113.2} 95.4} 129.7 | 130.7 | 130.7 
Miscellaneous . 87.0} 77.6 | 111.9} 118.1} 118.3 
Complete Index ....| 87.2 | 70.3 | 103.5 | 109.9 | 110.3 
1913=100 ........ 119.9| 96.8 | 142.3 | 151.2 | 151.8 
' 


* Highest level reached during 1932-37 recovery. 


92.2 | 109.5] 116.6 | 115.9 
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Including Excluding 
Yeart Conversions Conversions 
£ 
BO go uc ecaweiedanes 281,402,549 277 400,490 
WEB cs ceecceevececoocs 242,975,206 242,975,206 
Destination (Conversions Excluded) 
Brit. Emp. Foreign 
Yeart U.K. ex. U.K. a 
£ £ 

Bee ev ccccecesece 277,195,170 178,320 27,000 
Pee ci ceccceues 240,426,103 2,549,103 Na 


Nature of Borrowing (Conv. Excid.) 


Yeart Deb. Pref, Ord. 
£ £ 
SO Gis oetidkeswas 276,150,361 86,529 1,160,600 
Pik ab6ceunesuet 240,426,103 8,541 2,180,562 


+ Includes Government issues to Mar. 3, 1942, only. 
Above figures include all new capital in which 
permission to deal has been granted. 


CONVERSIONS AND REPAYMENTS 


Glasgow Corporation.—This Corporation 
will repay £1,250,000 promissory notes on 


maturity in London on March 17th. No 
reissue will be made meantime. 
Economist of October 4, 1941. The new 


agreement extends minimum rates of pay 
and other provisions to employees in towns 
with a population of less than 10,000. In 
general, wages in these provincial areas, 
called “ B” are §s. a week less than London 
rates and 2s. less than provincial “A” 
(towns with a population of over 10,000) 
ates. This agreement will come into force 
on March 3oth. 


RETAIL FOOD PRICES. 





Per 
cent 
n- 
crease 
Jan. 31,) 2 


Average price per Ib. at 


Sept. 1,| Jan. 1, 


1939 "| 1942" |” 1942 "| fet 
| Ist, 
| 1939 
Beef, British s. d s. d. s. d. 
Ribs. wens 1 2} 1 3} 1 33 
Thin flank. . 0 7h QO 9 U0 9 27 
Beef, chil’d or frozen | 
“ae wag 0 hE a Ss a 34 
Thin flank ......| O 4% 0 6 0 6 23 
Mutton, British 
BARR. ci ccevnceses ‘ 1 3 1 5} 5% 13 
BONG nc ccccens 0 7 0 0 8 8 
Mutton, frozen— | 
BM sca ctecéeee | 0 10} 1 0 0 15 
Breast ..... ua“ oss 0 4 0 4 - 
Bacon ...... sae 3 3 1 8} 1 8} 36 
a ane meat oad adel - 42 
Flour (per 71b.) ...| 1 1} 1 34] 1 38] 15 
Bread (per 4 Ib.) 0 8&;08u: |; O0O 8 | +3 
"ra eer i; 24; 2 6 2 6 7 
Sugar (gran.)......; 0 3 | 0 3 03 )-1 
Milk (per qt.) ...... O 6%; 09 3 33 
Butter, fresh ...... 1 4 , |f 15 
Butter, salt .. 1 3} \a 7) 17 94 
oO 1 0 10 a8 2} 30 
Margarine, special. . | 09 0 9 ‘ 
Standard. . fo 64 {9 5 0 5 . 
9 9 | 
Eggs, fresh (each)..| 0 2 {9 af : ai Log 
Potatoes (per 7 Ib.).| 0 64 O 8 | O 8| 28 
Index all foods 
weighted (July) | 
1914=100)...... 138 163 | «163 18 
| 
Source : Ministry of Labour Gazette. 


AVERAGE DAILY VALUE OF RETAIL SALES 
AND OF STOCKS IN GREAT BRITAIN 
COMPARED WITH THE YEAR BEFORE. 


Daily Average Stks. 


Sales | (at 
1941 | 1942 | “OS 
Nov. | Dec. | Jan. | Jan. 
(a) By Commodities 
Non-food Merchandise :— | | 
OEE ee — 0-2)}+16-7/+10-3'4+15-4 
Women’s Wear .......... — 9-4\—-17-5\+ 9-3/+156 
Men’s and Boys’ Wear ...|— 4 ‘5)— 16 -0|+ 20-1/4+15-9 
Boots and Shoes ......... j— 5-71— §-2)+32 -6)+15-7 
Furnishing Departments . . |+ 20 -0|+ 28 -7|+32-4|— 7-7 
rere i— 3-O0\— 1-8\— 9-8+ 0-3 
Fancy Departments ...... + 5-7j— 0-2;\— 3:2'4+ 0-9 
Sports and Travel ....... — 1-1|—25-4|— 2-4/—14-5 
Miscellaneous ...........|+ 5°5/+ 3-4|+ 3-3\+ 8-0 
Total :— 
Non-food Merchandise .. |— 2-3— 7-4|+12-04 9-4 
Se  ... Wek: 5 oe 114+ 04 
Total :— 
All Departments ....... — 1-2\— 4-6)+ one 73 
(b) By Districts 
SOs 65502 cc thcvces + 0-2— 0°8+ 5-3|+ 6°5 
oe ee eee — 26+ 1-4/4 5-114 6°3 
PRT nc dascdevaces — 30— O-ll+ 494+ 9-5 
Midland and S. Wales .... |— 2-7; — 1:94 10\— 56 
South England .......... - 7:2 — 3-9J— 2-34+ 4-5 
Central and West - End 
SEE Le + 21 -6|+ 10 -3/+ 12 -0/+ 16-0 
Suburban London ....... + 7-6) Nil |+ 6-ll— 3-4 


Source : Board of T: vade Journal 


J 
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GOVERNMENT RETURNS 


For the week ended March 7, 1942, total 
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BANK OF ENGLAND 








| 
| 
(£ millions) | TO 
ordinary revenue was £54,132,000, against Wave aad RETURNS 
ordinary expenditure of £102,735,000, and ey Means Trea- ae 
issues to sinking funds of £2,195 ; Thus Advances | Sury | Zot 
wee to seaking funds of 22,195,000. Thus, aie —— haar | De- | Float- | MARCH 11, 1942 | 
including sinking fund allocations of ate 1 Publ of posits| ing ; | 
- . . - u = ‘orn ~ Tr oe | 
£11,501,795, the deficit accrued since April der Tap Besta. oo by | Debt | ISSUE DEPARTMENT 
Ist is £2,509,055,000 against £2,270,412,000 me Po | Fons 
for the corresponding period a year ago. 1941 |} Notes Issued | Govt. Debt 11,015,) 
. 5 Mar 8 845-0 Not available Rag a in 753,574,490 | Other Gove. , 
> 7 <EOF E 7 _ Nov. 29 , 975-0) 1575-0, 128-9 | 26-2| 723-0 | 3428-1 | In Bankg. De } securities 767,209,0 
ORDINARY AND SELF-BALANCING Dec. 6 | 975-0 Not available partment 26,667,085 | Other S« 1,762,93] 
REVENUE AND EXPENDITURE » Site ~ id —-s 
Receipts into the ne 2547-0 | 186-3 |66-0) 811-5 | 3610-8 | Amt. of Fid 
Exch 1942 | Issuc 780,000.0% | 
ci the Jan. 10 | 975-0 Not available Gold Com & 
April 1, April Week » 17 | 970-0 . « Bullion (at 
1941-42 1940, | 1941, |ended ended » 24) 960-0 , ” 166s. per oz 
a . t Mar. Mar » 31! 945-0 1584-0 191-0] 9-2] 764-5| 3493-7 | fine) 241575 | 
Mar.8. Mar.7 g 7 Feb. 7 930-0 Not available aa) ane | mene 
194] 1942 941 4 » 14) 915-0 a Zs 780,241,575 | 780,241,575 | 
» 21 | 905-0 5 = | 
» 28 | 905-0 1612-7, 215-4] 21-7} 677-5, 3432-3 fed ” 
475,100 701.783 18.831] 29.379 Mar. 7 | 905-0 Not available BANKING DEPARTMENT 
67,987, 67,127) 3,090] 2,8 
75,160 84,226) 4,583} 2,080 Props.’ Capital 14,553,000 ' Govt. Secs 154,022,834 
12,218 12,543 | 35 Tr . “WY , " Rest 3,475,236 Other Secs Pi 
21855 196541 3301 38 FREASURY BILLS Public Deps.*. 20,988,617 | Discounts 6 
62,643 231,124 2,760! 6,80 Advance 4.168012 | 
739 707 40 2 (£ millions) Other Dey | Securthe 23,51 2 7 | 
seaiciiil ead Banker 117,625,266 ae | 
715,702 1117164, 29,63 809 . Per Other Acct 52,081,591 | 27,681,799 ¢ 
0 lll 164 2s 441 Amount a Cent ’ Note poets | 
Customs 310,700 28 3 342,045 6.991) 8.304 ew of a Allot- Allotted 169,706,857 | Gold & Silver 
Excise 266.660 194.60 9198) 3.223| 1.798 euder : at } Coir 351,988 
ee 7 : Offered APPlICd anotted Ot | Min. Hc. 
Total Cu is & Rate 208,723,710 208,723,7] 
Excise 7 479 243 10,214 10,102 194] s. d. * In ling Exchequer, Savings Banks, Commi 
Mar. 7 | 65-0) 151-2! 65-0/20 0-17| 42 ners of National Debt and Dividend Accounts, 
39 3 38,03 31 2 Dec. 12 75-0 | 155-7 75°0 | 20 2°06; 19 
Re tae » 2 75-0 | 133-2 75-0 | 20 2-14 40 
3,300 9,700 11,2 8 500 » 26 | 75-0| 146-7| 75-0 | 20 2-30| 31 , Sa ; aa 
1,1 i 31 1942 COMPARATIVE ANALYSIS 
n Jan. 2 75-0 | 157-8 75-0 | 20 1-85 30 
. 2 1,894 7 1 3 > ae 75-0 | 161-6 | 70-0/| 20 2-00; 27 £ millions) 
5s 2 25,57 78,493 396 1,414 » 16 | 70-0 | 143-2 65-0 | 20 1-85 28 ia 
» 23 | 65-0) 142-9! 60-0! 20 1-78) 17 194) 1942 
Total Ord. Rev. 1786360 1271244 1902167 41,364 54,132 <a 60-0 | 144-6 | 60-0, 1911-91 20 B . 
- —— - a Feb. 6 60-0 | 148-6 60-0 | 20 0-23 21 
Se_r-BaLancinc ; ._ = 65-0 | 139-9 65-0 | 20 0-20 26 — Fel M M 
P.O. & Brdcastg.| 99,34 75-0 | 153-7 | 75-0 | 20 0-52; 31 — poy 1 
— » «27 | 75-0) 142-6) 75-0/20 0-18) 35 2; 4 : 
Tot 1885706 1 Mar € 75-0 | 139 4 750 ' 20 0-31 38 
| 
M € ) at £99 14s. lld. per Issue | 
= ; f M i ' lav. W \ 608 -4) 749-6) 751 135 
1 i wing week were epte a 21-8 28:8 2% 
S ib 33 > apy i ra G 
Exp j s at Apr S ° 627 ] 2) 778-2 778-2 
41-42 20 15 < a Se ( 3 -( 1-8 18 14% 
Po “ ” S ( 0-0 0 00 0+ 
1 Treasury bil e bein ffere 5 a 7 0-2 0-2 0-2 0-2 
March 13th. I Ww g March 14th t 168 -00,168 -00'168 -00 168 00 
Ort ank be wr t De 
EXPEN me Publi 13-4 ll 12:2 21 
. Bankers 110-1) 136-8 128-8 117+ 
> 19.649 3 5 5t4 Others 54-0) 51-7) 55-8 52:1 
s 2 250,90 . \Total 177-5. 200-0, 196-8 190-7 
3 4 76 495 44 Banking Deptt. S 
cana 2 at 146 61-3) 155-4 1544 
: Sk pol NATIONAL SAVINGS S GD aal eal 42 
: - - CERTIFICATES AND 3% AND 21% Or es ae eS: 
2 235,225 266,49 61 & . Se al aca ee 
Supply Services. 4434957 3295192 4133230 95,605, 92,657 BONDS| SUBSCRIPTIONS Ba 23:1) 31-0 ah 2 
To 4706957 3530417 4399720 96,161/10273 (£ thousands) i 13-0 15-5 14-6) 141 
Se.r-BaLancin 7 2+ . } 
& Brdcastz. 99.3 84.6 96,500! 1 ) ’eek 3% 3% far ae : £11,015,100 ; 
P.O. & Brd 8 " wyP 1,500) 1 Week N.S.C. Defence Savings» 14,553,0 issue raised fr £750 
[ - . ended Bends | Bonds Bonds her 3 194] 
I 4806303 3615017 4496220 97,661/10423 ~_, 1949-5] 8 eT 
iia Reese SO Aeatieen: Bil 7 Jan. 27 4,021 | 2,070 | 8,485§ 10,308 
_iiter increasing Exchequer balances Dy P _Bivesces- 4,649 | 2,388 9,536§ _7,765§ , 
£519,530 to £3,003,394, the other operations » 10...... 5,003 | 3,780 | 9,182§ 18,260§ GOLD AND SILVER 
ep wage oe winiind a aa » 17 5,816 | 3,700! 11,362i| 9,546 : 
for — = ek (no longer sh ro separat ly , 24 6,385 | 4,119 | 11,294 13/0934 The Bank of England’s official buying price for gold 
raised 7 the gross N ational De bt t BG Bissse.c0 Oe 4,772 | 28,694)|| 15,019§ remained at 168s. Od. per fine ounce throughout the wees 
£52 324,142 to about 413,876 mi I is A aah 5 St bee oe 19,872) 16,367§ In the London silver market prices per standard ounce 
NET ISS Sife ands Totals to date 47 409° 4 17® 565.798 28423535 have been as follows :— 
P.O. & Telegraph : 3 . 20 eente : iain eo = . Date Cash Two Months 
War Damage Act 86] eet) o rae d d 
Overseas Trade G I g ser A series “A” & “I Mar Dudek a ai 
; r r Tr y uy =» . Mweesehaus 234 234 
7 M 1 45,456,¢ 9 234 234 
es : Up to Feb. 28 c Savings Cer a ] 234 234 
Tithe A le 7,322 te ei 234 23% 





MONEY MARKET 


Exchange Rates.—The following 
Bank of England remained 
7th and Mar. 13th 


rates fixed by the 
unchanged between Mar 
(Figures in brackets are par of 


exchange.) 
United States. $ (4-S86%) 4 -02}-03; ; mail transfers 
4 025-03}. . $ (4-863) 4-43-47; mail trans- 
fers 4-43-47}. Switzerland. Francs (25 -22}) 17 -30-40. 
Oweden. Krona (18-159) 16-85-95. Argentina. Peso 
4 45) 16-953-17-13; mail transters 16 -95}-17 -15. 
West indies. Floris (12-11) 7-58-62; mail 
transfers 7-58-64. Portugal. Escudos (110) 
99-80-100-20. Panama. $ 4-02-04; mail transfers 

4-02-04. 


Fized Rates for Payment at Bank of England for 
Clearing Offices.—Spain. Peseta (25 -22}) 40 -50 (Official 
cate); 46-55 (Voluntary rate). Turkey. Piastres (11/7 
520. Maly. 71.25 lire. 


Marka Rates.—The following rates remained un- 
changed between Mar. 7th and Mar. 13th. 


Egypt. Piastres (973) 978-4. India. Rupee (18d. per 
rupec) 174-1840. Belgian Congo. Francs 176}-3. 
China. National $ 2}-34d. 


Special Accounts are in force for Brazil, Chile. 
Uruguay, Peru, Bolivia and Paraguay, for which no rate 
of exchange is quoted in London. 


Forward Rates.—Forward rates for one month have 
remained unchanged as follows :—United States. 3 cent 
pm.-par. Gamada. } cent pm.-par. Switzerland. 3 cents 
pm.-par. Sweden. 3 ore pm.-par. Dutch East Indies. 
1} cents pm.-par. 


MONEY RATES, LONDON.—The following rates re- 
mained unchanged between Mar. 7th and Mar. 13th :— 


Bank rate, 2% (changed from 3% October 26, 1939) 
Discount rates : Bank Bills, 60 days, 14,% ; 3 months 


6 months, 14-18% 


14%; 4 months, 14-14%; , 

wx, Bills: 2 months, 1-14 %; 3 months, 1h % 
Day-to-day money, #-1$%. Short Loans, 1% 
Bank deposit rates $%. Discount deposit at call $% 


at notice 3%. 


NEW YORK EXCHANGE RATES 


New York | Mar Mar. | Mar. | Mar Mar. | Mar 
n . 6 7 9 I ll 
Cat - Cé Cents . Cents | Cents | Cents ; Ceats 
Lor 4033 | 4033 | 4033 | 403% | 4033 4034 
M 88 88 -375 88 -375 88 88 -180 88 -125 
Zur 23-30 23-30 23-30 23 23-30 23-30, 
B. Aires 23 -60° 23 -60° 23 -60% 23 60° 23 60° 23 68 
Brazil 5-14 5-14 5-14 5:14 514/571 
° a e 29-78 Commercial Bills 


PROV. 


Working 
Birmingha! 
Bradford . 
Bristol. . .. 
Hull...-- 
Leeds...+. 
Leicester 
Liverpool 
Mancheste! 
Newcastle 
Nottinghat 
Sheffield 


Southampt 
12 Towns 


Dublin* 


AUST 


Gold and | 
Other coin 
Call mone, 
Secrts, anc 
Discounts 

Li 
Notes issu 
Deposits, r 


—_———- 


Buying 
£101 for T 
For Rhod 

Selling 1 
South Afr 


The follow 
U.S. | 





h 


oi, Ban 

Englan 
Balances \ 
on othe: 
Items in 1 
Money at 
Bills Disc: 
Treasury | 
Investmer 
Advanc es 
Liabilities 

ments, ¢ 
Bank Pre: 
Investmer 

Compat 


Ratio of 
Accoun 


Capital P 
Reserve | 
Current, | 
Acceptan 
Notes in ( 
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PROVINCIAL BANK CLEARINGS U.S. FEDERAL RESERVE BANKS | BANK OF CANADA 
(£ thousands) Million $’s c 
: ~ . | eee 12 U.S.F.R. Banks | Mar. | Feb. Feb. Mar. manic en 
nde Paes rom . a RESOURCES Qi:imai w&i 5, 
Mar. Mar. |, Mar. | Mar. | Gold certifs. on hand and} 1941 | 1942 | 1942 | 1942 Feb. | Jan. | Jan. | Jan. 
8, 8 ae } _ due from Treasury . | 20,030! 20,503) 20,503) 20,502 | 12, | 14, | 21, | (28, 
1941 1942 ' 1941 1942 Total reserves . 20,360) 20,869) 20,849) 20,836 ASSET 1941 | 1942 | 1942 | 1942 
Working days b 6 57 56 Fotal cash reserves 318} 352) 333; 321 tReserve : Gold $s oo. ae 
Birminghaiu 2,415 | 3,273 | 22,932 | 27,615 | otal US. Govt. secs. 2,184} 2,250} 2,262) 2,262 Other 36-4) 228-1) 263-6 274-7 
Br iford . 2.060 2,290 | 21,711 | 22,967 | otal bills and secs 2,194; 2,262) 2,275) 2,277 tSecurities .... 566 -6| 519-8) 472-7) 451-7 
| Bristol O31 | 2,344 | 18,608 | 22,025 Fotal resources 23,559) 24,417) 24,413) 24,282 
sees 685 851| 6,766] 8.413 LIABILITIES LIAReTED 
=": 980 | 1,387 | 10,950 | 13,622 F.R_ notes in ciren 6,040} 8,438) 8,506) 8,585 Note circulation | 346-1) 482-6) 478-8) 477-2 
ear 836 1,098 8,596 | 9,147 i:xcess mr. bank res 5.440 3,460) 2,880 3,210 Deposits : Dom. Govt... 43-8 60-9 44:9 40-5 
Liverpool 5333 5,753 | 54,451 | 46,022 Mr. bank res. dep 14,136) 13,058) 12,521; 12,835 Chartered banks .. 203-4! 190-7) 199-3 189-6 
te i ster 13.749 14,093 | 118,470 | 126,606 | Govt. deposits 391 264 798 287 
Manchester , 
| Newcastle 1,472 | 2,216 | 13,857 | 16,593 | Total deposits 16,299) 14,573, 14,474) 14,392 
Ne tingham 536 565} 5,024 5,105 Fotal liabilities 23,559 24,417; 24,413) 24,282 t Gold and foreign exchange transferred to Foreign 
Notting . . 96" ; Reserve ratio E 91 -1°,!90 -7°%'90-7 0 -7 | Exchange Control Board against securities. 
Sheffield 44 1,174 6,267 | 10,333 B | 
Southampton 120 150 | 1,039) 1,299 | ANKS AND TREASURY 
Southampt . 1,299 RESOURCES | 
12 Towns $1,161 35,194 | 288,671 | 309,747 | a etary gold stock : = 7 * 715 om 
- reasury & bank currency 03; 3,264) 3,266; 3,269 cok hr c 
Hh Sn ator | y & bank cu RESERVE BANK OF INDIA 
= *M 1. 1941 i Feb. 28. 1942 Money in circulation 8,805) 11.339! 11.422 11.518 
1° d Feb. 28, 2. urv cas nd dep > %; 9 445 9 O27 > 46 
ul t rs iry cash and dey 2,583) 2,445) 2,987) 2,467 Million rupees 
~ 
OVERSEAS BANK | 
RETURNS SOUTH AFRICAN RESERVE BANK “- — — my — 
: . Million £’s ASSETS 1941 | 1942 | 1942 | 1942 | 1942 
| AUSTRALIAN COMMONWEALTH | Gold coin & bullion) 444 “4 444 444) 444 
TLr s eb t ' fupee co 7 325 510 502 “ 29 
BANK—Million £A’s “t | oe | ae | oak | Sees tial s72| 452i seal 374 330 
| Jan. | Dec. | Dec. | Jan. ASSETS 1941 | 1942 | 1942 | 1942 | Sterling securities 1,405 2,586) 2,686) 2,686) 2,736 
| 22 29, 5 Gold coin and bullic 45-53) 43-92) 44-42) 43-92 | Ind. Govt. rup. secs 496 415 415 415 415 
ASSET 1941 1941 | 1941 | 1942 Bil iscounted 0-48} 0-37) 0-41) 0-17 | Investments 71 123 131 113!) 100 
| Gold and English 17-71) 21-96) 21-96) 21-95 Lin i othe 35 46) 59-37] 58-76) 59-65 | 
j Other coin, t illion, et 6-54 5-19 5-26; 6-55 Liat | LIAB ES 
) Call me , London 64-49) 35-75; 37-91) 33-37 tes in circulation 22 40) 28-15) 27-13) 26-60 Notes in cir Indi 2,323) 5,43 5,484; 3,502| 5,545 
| Seerts ona Treas. bills 95-43) 81°39) 81°77) 83-31 | Deposit Government 2:19) 14-42) 15-22) 15-03 Burma 172 2 238 238 252 
Discounts and adv 25 -55} 22-23; 22-66) 23-25 Banke 49-50, 49-01) 48-74) 49-08 Deposits : Govts 320 13 101 151 151 
LIABILITIU { | Others 6-71) 7-41) 7-23) 5+] Banks 453 425 425 407 411 
Notes issued 12 Aha 61) 84-86) 83-36 | Reserve ratio 6 -4°., 144 -6% 45 -49)'144-9 Reserv tio 69 -3°,/80 -7% | 81 -4% |81 -4% (81-8 
Deposits, ete. 26 -42 131 -74,135 -02 132 -48 
EXCHANGE RATES (Monthly Tables) 
AUSTRALIA AND NEW ZEALAND Colombia * Open market sight selling 175-40 pesos per 100 U.S. $ on Jan 20th 
Saint Official sight selling rate 15-00 sucres per U.S. $ on Jan. 16th. 
| | London on Australia and N.Z.* Australia and N.Z. on London Guatemala Sight selling rate maintained at one quetz al per U.S. $, plus com- 
| ‘ | 7 mission of 1 per cent to Central Bank. 
| ; Buying : Selling _ Buying Selling Nicaragua* Official sight selling rate for payment of imports fixed Jan 1, 1941, 
+Aus. | | An 5 -544 cordobas per U.S. $ (incl. 10 per cent tax). ° 
Australia N.Z. | svat tN.Z. | tAustralia | N.Z. tralia, N.Z. | El Salvador ight selling rate New York was 2-50 colones per $ on Jan. 17th. 
—— " | Venezuela* Official sight selling rate New York 3-35 bolivares per U.S. $ on Jan. 153, 
I.T. ane | ane } 125 | 1243 | 125 : 125$ | 125 } 1942, free marftet 3-76 bolivares per dollar. 
Ona. | Air | Ord. | Air Air | Ord. | Ord. | | Ord. | © Official ' baal ‘ th oad 
ail Mail Mail Mail | | Mail Mail Mail | Mail | Othcial exchange controls are operative in these countries, 
() (3 §) (t) | (§) | 
Sight | 1264) 126%) 1268 | 126% | 125%) 1244/ 124%| 124,4| 1238 | 1253 | 124 7 
Sdays| 127 %| 127% 1264 | 126% |... _ 124} | 1244 | 1234 | 125% 12473 OVERSEAS BANK RATES 
Seage) ae 127 127) 127 | wee | vee | 124 | 123g | 1235 | 1259 | 1244 | . 
ays) 28%! 127§ | 127% ; 1239 | 1238 | 1224 n.a. ] | Changed * From To Changed From To 
* All rates (Australia and N.Z ) now based on £100—London. ¢ Plu tage ‘to ? % % 
“ 1 N.&. 1 be ) J in IS postage. | «4. a aaa " : adrid ily 15, °35 t 
§ ViaDurban. By Ameri a/N.Z Air Mail (Australia) Demand, 126} : 30 days, 1263; a oe ..- Mar 10, ‘a2 5 6 M vo ] vi : i 35 2 
60 days, 127}; 90 days, 127%. (N.Z.) Demand, 125%; 30 days, 126%; 60 days, 126,; | Athens ee ee ae 7 “agg a a ah a i 
9 days, 127% (plus pos stage) + Any Mail . ’ | Belgrade Feb. 1,°35 64 5 Oslo. . May 12,’°40 4) 3 
se). Any Mail. | ae. April 9, °40 4 3h Paris Mar. 17, a 2 13 
| Brussels . Jan. 25, °40 24 2 Pretoria June 2,’ 34 3 
SOUTH AFRICA | Bucharest Sept. 17 '40 3} 3 Rio de Janeiré May 31,°35... ° 3% 
Buying rates in Lo d m for T.T.s and bills on South Africa are (per £100 sterlis | Budapest O t. 22, ‘40 4 3 Rome . May 18, "36 5 44 
{101 for T.T. ; £101 (sight) ; £102.%, (30 days) ; £102,, (60 days) ; £10288 (90 days). | Calcutta Nov. 28, '35 3h (3 Sofia ... . Sept.16,°40 6 5k 
For Rhodesia the corre sponding rates are £100}, £1003, £1012 £101, and £102... Chile . 7 June 13, 355 4 4ha Stockholm May 29, '41 3} 3 
an . Le ws om £100 sterling) for T.T.s and sight bills are £100} for | ( oten Oct. 15, °40 \3t ; ’ Zurich Nov. 25, '36 2 1} 
« : a anc fi or thodesia. openhager . Cl. dy 5 1 . 
’ | Helsingfors Dec. 3,°34 44 4 fe a I ae — 
oe Lisbon Mar. 31,41 4; 4 elington ay </, 
CENTRAL AND SOUTH AMERICA N.Y. Fed. Res... Aug. 26, °37 1} l Dublin... . . Oct. 26, °39 4 3 
The ome rates, ued by Bank of London and South America, are related to | 
S. $; eppronien ite sterling rates can be calculated from $-£ rate | (a) For banks and credit institutions. (6) For private persons and firms. 





MONTHLY STATEMENT OF BALANCES OF LONDON CLEARING BANKS 





- — 000’s omitted - ; a xs ve 
| / : 
. | Barclays | Coutt District Glyn, Lloyds Martins | Midland | National Provincial Bl sae 
FEBRUARY, 1942 Bank | x 7 Bank Mills | Jank Bank Bank Bank L : } s 
Ltd & Co. Ltd Ltd Ltd | Ita | ‘Lta Bank | Bank | Bank | 
td, td. & Uo. | td. td. td, Ltd, Ltd. Ltd Ltd. | 
Date | 24th 23rd 25th 17th | 17th 25th 25th | 24th 25th | 26th | 23rd 
AS | { ; ; 
"En Bank Notes and B ; with the Bank of | , ’ ' . : . . . 
B igland 60,792 3,628 12.605 4.909 59.370 15,837 66.907 3 867 42.044 41.364 6.466 
uances with and Che j in course of collection n 
items in Tranaie > Creat Britain and Ireland 21,278 843} 3,529/ 2,072| 18,414] 3,411 | 19,272 213| 15,914] 17,874] 3,588 
> inh ransit i 
Money . ; “ | ‘ ; 11,116 2,791 “ | ne ot 
ca pat all ind Short N 16,319 | 3,188 3.814 | 6.889 21,527 3,640 19,667 5,237 18,472 18.145 5.132 | 
Scouts ewe 33,538 | 1,536 1,910 1,341 | 9,823 6,493 | 21.6 1,047 | 20,355 | 12,873 932 
Sapenterens ae. Receipt 130,000 | 3,500 27,500 4,000 | 126,000 | 26,000 | on 87,000 89,500 13,000 
Advances to C 171,835 | 12,739] 50,468 | 20,545 | 170,057 | 57,074 16,496 | 138,120 | 148,039 20,662 
Lishilities of Cone nd other A/cs 177,844 | 8,713 | 25,414 8.982 | 143,218] 35,814 15,374 | 108,230 | 122,182 | 11,916 
iabilities of Customer for Acceptances. Endos 
Bank Pree “ 12,599 | 1,190 2,979 7 4,037 21,169 9,599 245 11,515 22,164 | 1,628 
Inve: ~ Account 7,938 | 412 1,483 740 7,016 2,867 547 | 7,104 5,087 957 
utmente in Affiliat Banks and Subsidiary | | 
~ampunies 6,210 3,779 2,514| 2,992 
638,353 | 35,749 | 129,702 53,515 | 591,489 | 163,526 | 676,782 43,026 | 451,268 | 4@,220 | 64,281 
wate of Cash to | Denosit and other | | | | 
coc = ; i | 
sweats 10-15 11:14} 10-44] 10-32 10 -90 10 -84 10:54} 10-00 | 9-97 9-41 10 -82 
Capital Paid LIABILITIES | 
eserve Fund. | 15,858] 1,000; 2,976} 1,060 15,810 4,160 | 15,159} 1,500/ 9,479| 9,320 1,875 
Current, De | 11,250 | 1,000 2,976 | 850 10,000 3,600 | 12,410 ,160 8,500 | 9,320 1,000 
Acceptan: 7 at on 1 other Accounts 598,646 | 32,559 | 120,771 47,568 | 544.499 | 146,146 | 634,830] 38,662 | 421,774 | 439,399 | 59,778 
Motes in Cire ents, ete 12,599 1,190} 2,979 4,037 | 21,169 9,599 | 14,385 | 245} 11,515 | 22,164 1,628 
in Circulation a oe oe il | 21 | 1,459 a ae 17 
638,353 | 35,749 | 129,702 53,515 | 591,489 | 163,526 | 676,782 43,026 | 451.268 | 480,220 281 
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4 
317,789 


106,408 

3,907 
122,030 
111,467 
645,500 


1,016,622 


825,641 


101,508 
43,241 


235,798 


3,527,911 
10 -30 
78,197 
62,066 

5,084,632 

101,508 
1,508 
3,327,911 
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March 14, 1942 


LONDON ACTIVE SECURITY PRICES AND YIELDs 


Allowance is made for net interest accrued, and for redemption for fixed interest } eee and for _changes in interim dividends for ordinary stocks, 


Prices, 
Year 1941 


| Low 


| 76F 
110 
983 
| 983 
| 101 
102 
104 
913 
| 978 
| 98} 
11lj 
| 100 
| 100 


| 100 
| 100 


106 
84} 
93 

| 1003 


77 
31 
11 
714 
a 
58 
27 


Prices, 
Year 1942 


Jan. 1 to Mar. 10 


High | Low 


103 | 8 
12% | 10f 

464 | 39 

1li? 108} 
524 49} 

20 16} 

50} 


1 165} 
1824 | 174 
155 | 1525 
200 1944 


150/€ 138 
59/- | 55 
77/3 72/44 
94'9 80/- 
92/6 79/7% 
60/9 50/74 


(a) Interim dividend. 


99% } 1 


Prices, 
Year 1942 


Jan. 1 to Mar. 10 
High | Low 


833 | 2 | 
112§ | 111% 
100% | oot 
100 | 994 

| 


103 





46} 

234 

83} 
7 


703 


75 | 
| 334 


Last two 
Dividends 


(a) () () 
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2 
2 
2 
2 
2 
1 
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40 a 
4/6a 
l/6a 
10/-b 
+20 b 
6/-b 
t582 c 


153 6 
4 a 


average redemption—end 1960. 


OVERSEAS WEEKLY TRAFFIC RECEIPTS 


~ (6) F inal | dividend. 


Name of Security 


\| British Funds 
'Consols 23% 
|\Consols 4% “(after 1957). 

|Conv. a7 4 
|\Conv. 24% 1944-49..... \j 


|\Conv. 
Conv. 34% (after poet = 
\Conv. 5% 1944-6 
||Funding 2 % 1956-41. 
||Funding 23° 2 1952-57. 
IF unding 3% "1959-69. |__| 
Funding 4% 1960-90. . oH 
||Nat. Def. 24° 4 1944-48. || 
|Nat. Def. 3% "1954-58. |} 
||'War Bonds 24° 4, 1945-47 } 
War Bonds 24° £ 1946- 48 
|\Savings Bds. $8? 1955-65) 
||\Victory Bonds 4% 
||War Loan 3% 1955-59. . 
||War Loan 34% aft. zi | 
||Local Loans 3% 
| Redemption 3% 
||Austria 3% 1933-53. . 101 
| India 4%. “I 10lxd 
| Dom. & Col. Govts. | 
Australia 5% 1945-75.../|| 102 
New Zealand 5% 1946. .|/ 
Nigeria 5% 1950-60 | 108 
|| Corporation Stocks | 
|| Birmingham 5% 1946-56) 
HL.C.C. 3% 
Liverpool 3% 
Middlesex 34% 1957-62.| 
Foreign Governments | 
| Argentine 44% Stg. Bads.! 
||Brazil 5% Funding 1914. | 
|\Chile 6%. (1929) 
||Egypt Unified 4% 
| Japan 54% 

ortuguese 3% 
\\Spanish 4%. . 


| 1014 

| 1053 
97xd } 
99 


Name of Security 


Railways 
B.A. Gt. Sthn. Ord. Stk. 
Can. Pacific Com. $25... 
Great Western Ord. Stk.. 
G.W. 5% Cons. Pref. Stk. 
L.N.E.R. 4%, Ist Pref. .. 
L.M.S. Ord. Stock ‘ee 
L.M.S. 4% Pref. 1923... 
London Transport ‘C’ Stk. 
Southern Def. Stock .... 
Southern 5% Pref. Ord. . 


Banks and Discount 
Alexanders £2, {1 pd. ...|| 
Bank of Australasia £5. .|| 
Bank of England Stock. . 
Bank of Montreal £100. .| 
Bank of New Zealand £1) 
Barclays Bank ‘B’ {1 .. -| 
Chartered of India £5 . 
Hongkong and S. $125. 
Lloyds ‘A’ £5, {1 paid . 
Midland {1, fully paid. . 
Nat. Dis. £24, fully paid| 
Nat. Prov. £5, £1 paid... 
Royal Bank of Scotland. 
Union Discount {1 
Westminster £4, {1 paid. 


Insurance | 
Alliance £1, fully paid... 
Atlas £5, £1} paid 
Gen. Accdt. £1, 5/- pd. . 
Lon. & Lancs. £5, £2 pd.|} 
Pearl {1, fully paid | 
Phoenix {1 fully paid. . .| 
Prudential {1 ‘A’. 

Royal Exchange {1 
Royal £1, 12/6 paid..... 
Sun Life £1, fully paid... 


Investment Trusts 
Debenture Cp. Ord. Stock 
Investment Trst. Def. Stk. 
Trustees Corp. Ord. Stk.. 
U.S. Deb. Cp. Ord. Stock 


Breweries, &c. 
Bass Ratcliff Ord. £1.... 
Courage & Co. Ord. {1...| 
Distillers Co. Ord. £1.. 

| Guinness (Arthur) Ord. {1 
Ind Coope &c. Ord. £1 
|\Watney Combe Def. £1. 


169} 
174 

1523 
197} 


145 = 
56/- 
76/9 | 
85/-xd 
85 
56/- 


Price, 

Mar. 
10, 

1942 


100xd | 
115} 
100 
101 
993 
993 
100} 
113 
100} xd 
1053 
963 
99 
101 
101 


102 
1014 
108 


106 
96} 
99 

105 


97; 
51 
244 
854 
8} 
744 
334 


Price, 
Mar. 
10 
1942 


174 
1523 
194}xd 


146/3 
56 
75/9 
80/6 
86 

56 


(c) Last two ye arly ‘divide nds. 


(k) Based on redemption at par in 1946. 


Yield, 
Mar. 
10, 
1942 
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OWwww name 


Yield, 
Mar. 
10, 
1942 


i > a 
Nil 

Nil 

17 

10 

OQ 

8 

15 

7 

13 


oO 


Year “7942 
|Jan. 1 to Mar. 10 


| High 


11/4} 
14/9 
26/44 


13/1} | 


69/6 
33/- 


90/11} 


15/9 


Sono 
wm Sw 


| Low 


43/- 
46/6 
27/- 
18/3 
14/- 
20/- 
26/3 
42/6 
45/3 | 
31/10}! 
22/14 
16/- 


8/— | 
6/44 | 
34/1} || 
31/- || 
22/9 


72/- 
20/9 
37/6 
78/42 || 
34/6 | 
28/- 





18/9 
9d. 
8/10) 
9d. 


| 36/104 |} 
27,93 
34/44 
63/54 


46/3 || 

39/44 || 

30/6 || 24 
2/3 7 


71/10} t17} 


4/9 || 8 
20/- || 

47- || 

| 103/9 


# 
$403 | 
25/- 
47/6 
30/- 
86/104) 

| 19/6 
58/9 | 
60/— 4 
29/43 
80/6 
66/3 

28 10} || 
| 47/- 


— 


CON WOMAN e~ 


ne 


38/14 
3 
32/0 
74 
35 
7h 
11/9 
64 
6} 
38 


(e) Allowing for exchange. 
(m) Yield on 1.55% basis. 


ne ce 
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Last two | 
Dividends 


(a) @) @) 


| $2.00 ¢ | $2.00 ¢ | 


(f) Flat yield. 
(p) Yield worked on a 24 per cent. 





Name of Security | Mar, 


, Iron, Coal and Steel | 
2 a |! "Babcock & Wilcox Ess «oll 
11} 6 || Bolsover Colliery Ord. £1 
+344 || Brown (Jobn) Ord. 10/- . 
3 ‘| Colvilles Ord. {1 
Nil ¢ ||} Dorman Long Ord. {1.. 
a ‘| Guest Keen &c. Ord. fl. 
7 | Hadfields Ord. 10/- 
t2ha a || Staveley Coal Ord. {1 ...!/ 
124 ¢ || Stewarts and Lloyds -. 
4 a/|\Swan, Hunter Ord. we 
2ha | United Steel Ord. GS .% 
4 a|| Vickers Ord. 10/- 
I| Textiles 
Nil ¢ || Bradford Dyers Ord. {1 . 
Nile || British Celanese Ord. 10/- 
33a || Coats, J. & P. Ord. £1.. 
5 6 |\Courtaulds Ord. fl 
74 ¢ || Lancs. Cotton Corp. £1. .| 
|| Electrical Manufactg. | 
5 a||Callenders Cable, &c. {1 .|| 
123 8 ||Crompton Park. ‘A’ 5/-. .|! 
10 c|\English Electric Ord. £1. |) 
173 ¢ ||General Electric Ord. {1.! 
|| Gas and Electricity 
5 bd) || County of London {1.. 
24 a |, Edmundsons Ord. £1... .| 
ats | | || Gas Light & Coke Ord. ay 
a || North-East Electric fl. 
5$ b ||Scottish Power Ord. {1.. 
5 b || Yorkshire Electric £1 . 
|| Motor and Aircraft 
10 ¢||Austin ‘A’ Ord. 5/- 
74 ¢ ||B.S.A. Ord. £1 
4 a|| Bristol Aeroplane 10/-.. . | 
+8 c || Fairey Aviation Ord. 10/- 
3 a|| Ford Motors Ord. {1 
174 6 || Hawker Siddeley 5/-.... 
124 6) | Lucas (Joseph) Ord. a 
¢10 ‘a || Morris Motors 5/- Ord. ..| 
20 ¢ || Rolls-Royce Ord. £1 . 
Shipping 
Nil r || Cunard Ord. £1 
6 ¢| Furness, Withy Ord. /1. 
6 b| P. & O. Def. {1.. 
5 
5 











¢ || Royal Mail Lines Ord. “fil 
¢ || Union Castle Ord. £1. | 
| ea and Rubber __ || 
¢ || Allied Sumatra Rbr. £1. . 
@ || Anglo-Dutch of Java £1. 
24 @ || Jokai (Assam) Tea {1 .. 
4 a! London Asiatic Rbr. 2/-.| 
3 ¢|| Rubber Pitns. Trust {1 -|| 
9 ¢| United Serdang Rbr. 2/-. | 
| oil 
5 c||Anglo-Iranian Ord. {1 . 
5 a||Burmah Oil Ord. ieee sud 
+24 a |/Shell Transport Ord, {1 . 
10 || Trinidad Leaseholds . 
! Miscellaneous | 
24 a || Assoc. P. Cement Ord. £1)! 
10 ¢| Barker (John) Ord. £1 
10 a|| Boots Pure Drug Ord. 5/-| 
3 a||British Aluminium sean 
|| Brit.-Amer. Tobacco fl 
British Oxygen Ord. {1.)| 
British Plaster Board 5/-|| 21/3 
Cable & Wir. Hdg. Stk. ..|} 574 
Carreras ‘A’ Ord. {1.... .|| 110/- 
' Dunlop Rubber Ord. {1 .|; 26/3 
Elec, & Mus. Ind. 10/- 14/3 
Gestetner (D.) 5/- 23/9 
|| Harrisons & Cros. Def. £1)| 45/- 
|| Imperial Chemical Ord. {1 
Imperial Tobacco Ord. {1 
Internationai Nickel n.p. 
Lever & Unilever Ord. £1)| 26/3 
London Brick Ord. £1...|| 48/9 
Marks & Spencer ‘A’ 5/-.!} 35/- 
12} 6||Murex {1 Ord. . |} 90/- 
2 a | Pinc hin” Johns mn Ord. 10/-|| 21/- 
|| Spillers Ord. {1.........|| 62/6 
Tate and Lyle Ord. {1...|| 62/6 
|| Triplex Safety Glass 10/-| 
|| Tube Investments Ord. {1 
Turner & Newall Ord. {1 
74 a || United Molasses hg - 
35 b| |W oolworth Ord. 
| ie || 
80 ¢ | AshantiGoldfields Ord. 4/-|| 41/3 
Nil a || Burma Corp. Ord. Rs. 9 . 3/- 
10 c¢/}|\Cons. Glds. of S. Af. £1..}} 36/3 
20 c | De Beers (Def.) {24..... 
11} 6 |! Randfontein Ord, {1.... 
15 6}! Rhokana Corp. Ord. {1.. 
5 b| Roan Antelope Cpr. 5/- 
62 b |, Sub Nigel Ord. 10/-.....| 
2/6a |} Union Cp. 12/6 fy. pd. ..|} 
Nil || W. Witwatersré and 10/- HI 


10/74 


40/- 
30/7} 
37/6 
70/- 


48'9 
41/3 
32/6 
44/44 


66/10} 


6% 
} $42 
§ ¢}] 
5 b| 
15 a! 


68/9 
30/- 
50/- 


648 
4h 


(t) Annas per share. 
basis, 


NEW YORK PRICES 


104d. | 


77/6xd 


30/7 | 
84/44 


| 
j 


Mar 
10, 
1942 


S=FE 


43/9 
48/1} 
27/3 
18/6 
16/3 
21/- 
26/3 
42/6 
45/3 
31/10} 
22/3 
16/3 


8/14 
6/74 
35) 

31/6 
24/9 


72/6 
22/6 
38/9 
82/6 


317/6xd) 
28/6 
13/9 
30/7} 
38/9 
39/44 


15/-x 
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(j) Yield worked # 
+ Free of Income Tat 


ci 


c 


ge 
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2s 


Close Close 
3. Commercial Mar. Mar. 
and Industrial. 3 10 
Am. Smelting 39} 38} 
Can. Pacific Am. Viscose . 24% 23 
Gt. Nthn. Pf 25 3 An = 27k 26 
N.Y. Cent i Beth. Steel 61; 592 
Pennsylvania.. 2 2 Briggs 18 178 
Southern | Celanese of A.. 194 18} 
Chrysler ; 24 51% 
Distillers-Seag. . 17h 16} 
Eastman Kdk.. 129 117} 
Gen. Elec. 25§ 244 
Gen. Motors 344 332 
Inland Steel... 712 684 
Int. Harvest. 48, 444 
Int. Nickel . 27 438626 


Close Close | 
Mar. Mar. | 
1. Railroads. 
Atlantic Coast 


a Gross Receipts Aggregate Gros 


for Week Rec Int. Paper 


gett Myers.. 
Ni ut Distillers . 
Nat. Steel ee 
Phelps Dodge. . 
Proct. Gamble . 
Sears Roebuck. 
Shell Union.... 
Std. Oil N.J...- 
20th Cen. Fox. . 
United Drug... 
U.S. Steel ..... 
West’ house El.. 
Woolworth 


« ipts 


Ending 


1941 1941 


2,605,000 
9,954,000 
4,172,000 


50,782,000 
86,535,000 
30,363,000 
41,347,000 
63,410,100 | + 
304,250 


11,720,000 
$2,876,000 
821,000 
$4,449,000 
$1,751,850 
£40,625 4 


t Re eipts in Arge 


CLEMENTS Press (1940), 
London, W.C.2 


225,000 
271.000 
65,000 
977,000 
251,900 
13,038 


pesos. 


B.A. and Pacific 

B.A. Gt. Southern 

B.A. Western 

Canadian Pacific 

Central Argentine 

Sao Paulo (Brazil) = 


2. Utilities, etc. 
Amer. Tel , 
9,082,000 | Amer. W wks 
9,148,000 | Pac. Light 


| People’s es os 


15,729 | Sth. Cal. Ed... 
W. Union Tel 


wa 


15 
26 


itine 


\NoMIST NEWSPAPER, LTDy 
Post Office. 


Portugal St., 
March 


“so. 
Saturday, 


Fs Ta Eee 
the New York, N.Y., 


London, Pu lished wer eekly by 
ed as Seonnd Class Mail Matter at 


Kingsway, 


14, 1942. Enter 


Britain by Sr. 
Lancaster Place, 


” Printed in Great 
at Brettenham House, 
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